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FINANCIAL ASPECTS OF THE PRESIDENT’S MESSAGE. 


Ever since men began to reason at all upon the phenomena 
and the laws of industrial growth, they have always recog- 
nized the important functions devolved upon that delicate instru- 
ment of exchange which we call Money. Modern economists are 
divided into two great schools on this subject. The English writers 
for the most part regard money as having nothing to do but to 
aid in Distribution. The French economists contend for a wider 
theater in which money performs its functions. They place it, 
therefore, among the agents of Production. President Grant, in 
his Message, takes the French view of the functions of money; 
he contends that we must look to our monetary system for part, 
at least, of the causes which depress production. At the opening 
of his Message he sets forth this view in very pointed and 
striking language. He points to the prostration of business, and 
the paralysis of productive power, which are greater than for many 
years past. 

“ During this prostration,” he says, “two essential elements 
of prosperity have been most abundant—labor and capital; both 
have been largely unemployed. Where security has been un- 
doubted, capital has been attainable at very moderate rates. 
Where labor has been wanted it has been found in abundance, at 
cheap rates, compared with what of necessaries and comforts of © 
life could be purchased with the wages demanded. Two great 
elements of prosperity, therefore, have not been denied us. A 
third might be added. Our soil and climate are unequaled, within 
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the limits of any contiguous territory urider one nationality, for its 
variety of products to feed and clothe a people, and in the amount 
of surplus to spare to feed less favored peoples. ‘Therefore, with 
these facts in view, it seems to me that wise statesmanship at this 
session of Congress would dictate legislation ignoring the past, 
directing in proper channels these great elements of prosperity to 
any people.” 


Two subjects of legislation are next proposed. First, the public 
credit, which must be jealously guarded by a faithful payment in 
coin of the National debt, and the interest thereon; and secondly, 
the currency, whose integrity is of the highest importance. On the 
last of these points, the President says: “A great conflict for 
National existence made necessary for temporary purposes the 
raising of large sums of money from whatever source attainable. 
It made necessary in the wisdom of Congress, and I do not 
doubt their wisdom in the premises regarding the necessity of the 
times, to devise a system of National currency which proved to be 
impossible to keep on a par with the recognized currency of the 
civilized world. This begot a spirit of speculation, involving an 
extravagance and luxury not required for the happiness or pros- 
perity of a people, and involving, both directly and indirectly, 
foreign indebtedness. The currency being of a fluctuating value, 
and therefore unsafe to hold for legitimate transactions requiring 
money, became a subject of speculation in itself. 


“ Our commerce should be encouraged; American shipbuilding 
and carrying capacity increased; foreign markets sought for the 
products of the soil and manufactories, to the end that we may 
be able to pay these debts. Where a new market can be created 
for the sale of our products, either of the soil, the mine, or the 
manufactory, a new means is discovered of utilizing our idle 
capital and labor to the advantage of the whole people. But, in 
my judgment, the first step toward accomplishing this object is to 
secure a currency good wherever civilization reigns—one which, if 
it becomes superabundant with one people, will find a market 
with some other—a currency which has as its basis the labor 
necessary to produce it, which will give to it its value. Gold and 
silver are now the recognized mediums of exchange the civilized 
world over, and to this we should return with the least practicable 
delay. In view of the pledges of the American Congress, when our 
present legal-tender system was adopted and debt contracted, there 
should be no delay, certainly no unnecessary delay, in fixing, by 
legislation, a method by which we will return to specie payments. 
_To the accomplishment of this end I invite your special attention. 
I believe firmly that there can be no prosperous and permanent 
revival of business and industries until a policy is adopted, with 
legislation to carry it out, looking to a return to a specie basis.” 


As to the difficulties to be surmounted, General Grant does not 
underestimate them. He says: “It is easy to conceive that. the 
debtor and speculative classes may think it of value to them to 
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make so-called money abundant, until they can throw a portion 
of their burdens upon others; but even these, I believe, would be 
disappointed in the result, if a course should be pursued which 
will keep in doubt the value of the legal-tender medium of ex- 
change. A revival of productive industries is needed by all classes, 
and by none more than the holders of property, of whatever sort, 
with debts to liquidate from the realization upon its sale. 


“But, admitting that these two classes of citizens are to be 
benefited by expansion, would it be honest to give it? Would not 
the general loss be too great to justify such relief? Would it not 
be just as honest and prudent to authorize each debtor to issue 
his own legal tenders to the extent of his liabilities? ‘Than to do 
this, would it not be safer, for fear of over-issue by unscrupulous 
creditors, to say that all debt obligations are obliterated in the 
United States, and now we commence anew, each possessing all 
he has at the time free from incumbrance. 


“These propositions are too absurd to be entertained for a 
moment by thinking or honest people. Yet every delay in prep- 
aration for final resumption partakes of this dishonesty, and is 
only less in degree as the hope is held out that a convenient 
season will at last arrive to commence the good work of redeeming 
our pledges. It will never come, in my opinion, except by 
positive action by Congress, or by national disasters, which will 
destroy for a time the credit of the individual and the State at 
large. A sound currency might be reached by total bankruptcy 
and discredit of the integrity of the nation and of individuals. 
I believe it is in the power of Congress at this session to 
devise such legislation as will renew confidence, revive all the 
industries, start us on a career of prosperity to last for many years, 
and to save the credit of the nation and of the people. Steps 
toward the return to a specie basis are the great requisites; 
there are others which I may touch upon hereafter.” 


Of the disadvantages of a paper currency the President singles 
out two for special notice. He states them as follows: “(1.) Hav- 
ing no use for the world’s acknowledged mediums of exchange, 
gold and silver. These are driven out of the country because 
there is no demand for their use. (2.) The medium of exchange 
in use being of a fluctuating value—for, after all, it is only worth 
just what it will purchase of gold and silver metals, having an 
intrinsic value, just in proportion to the honest labor it takes to 
produce them—a larger margin must be allowed for profit by the 
manufacturer and producer. It is months from the date of pro- 
duction to the date of realization. Interest upon capital must be 
charged, and the risk of fluctuation in the value of that which is 
to be received in payment added. Hence, high prices acting as a 
protection to the foreign producer, who receives nothing in ex- 
change for the product of his skilled labor, except a currency good 
at no staple value the world over. It seems to me that nothing 
is clearer than that the greater part of the burden of existing pros- 
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tration for the want of a sound financial system falls upon the 
working man, who. must, after all, produce the wealth, and upon 
the salaried man, who superintends and conducts business. The 
burden falls upon them in two ways—by the deprivation of employ- 
ment and by the decreased purchasing power of their salaries.” 


As the currency policy of the President is already exercising no 
small influence upon the deliberations of Congress, we cite the 
methods proposed in the Message with a view to resumption. 
They are set forth in the following terms: 


“It is the duty of Congress, and not mine, to devise the method 
of correcting the evils which are acknowledged to exist. I will 
venture to suggest two or three things which seem to me as ab- 
solutely necessary to a return to specie payments—the first great 
requisite in a return to prosperity. The legal-tender clause of the 
law authorizing the issue of currency by the National Government 
should be repealed, to take effect as to all contracts entered into 
after a day fixed in the repealing act; not to apply, however, to 
payments of salaries by Government, or for other expenditures now 
provided for by law to be paid in currency. In the interval pend- 
ing between the repeal and final resumption, provision should be 
made by which the Secretary of the Treasury can obtain gold, as 
it may become necessary, from time to time, from the date when 
specie resumption commences. To this might and should be 
added a revenue sufficiently in excess:of expenses to insure an 
accumulation of gold in the Treasury to sustain redemption. I 
commend this subject to your careful consideration, believing that 
a favorable solution is attainable, and that, if reached by this Con- 
gress, the present and future generations will ever gratefully remem- 
ber it as their deliverer from a thraldom of evil and disgrace. 
With resumption, free banking may be authorized with safety, giv- 
ing full protection to bill-holders which they have under existing 
laws. Indeed, I would regard free banking as essential. It would 
give proper elasticity to the currency ; as more currency should be 
required for the transaction of legitimate business, new banks 
would be started, and, in turn, banks would wind up their business 
when it was found there was a superabundance of currency. The 
experience and judgment of the people can best decide just how 
much currency is required for the transaction of the business of 
the country. It is unsafe to leave the settlement of this question 
to Congress, the Secretary of the Treasury, or the Executive. 
Congress should make the regulation under which banks may ex- 
ist, but should not make banking a monopoly by limiting the 
amount of redeemable paper currency that shall be authorized. 
Such importance do I attach to this subject, and so earnestly do 
I commend it to your attention, that I give it prominence by in- 
troducing it at the beginning of this message.” 


It is impossible to overestimate the obligations which the 
nation owes to President Grant for the firm stand he has made 
against inflation. The efforts of the expansionists culminated last 
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session in one of the most resolute, bold, adroit and dangerous at- 
tacks upon our currency system which has ever been organized. But 
for the opposition of the President, this attempt would have suc- 
ceeded. Although, however, the country at large is deeply sensible 
of what we owe to the President in this regard, and, although his 
action is based on a theory of the currency, which is undoubtedly 
sound and in accordance with economic science, still it does not 
follow that Congress or the people will be ready to take without 
delay the further steps which the President has suggested. It 
may be safe, it certainly is indispensable, that the legal-tender act 
should be repealed, that the ‘Treasury should accumulate gold, 
that for this purpose taxation should be increased, that free bank- 
ing should be established with notes convertible into coin on 
demand. All these indispensable conditions of a sound currency 
system will, as the President says, require to be established by 
the authority of Congress. On this point there is no conflict of 
opinion. What is doubted is the “me and the order in which 
these steps shall be taken. The general opinion in mercantile and 
financial circles undoubtedly is that the country needs rest; that 
the turmoil of Congressional meddling with the currency should 
cease; that we should watch the effect of the recent legislation, 
and estimate its precise value and force before further reforms can 
with advantage be entered upon. 


This decision will in all probability be respected by Congress. 
In spite of efforts made by the expansionists to kindle once 
more the flame of currrency agitation, the present temper of the 
National Legislature is evidently hostile to further legislation in 
the path of currency reform. With thoughtful men, the great ob- 
ject is to hold all the ground that has been won in the past, and 
to prepare for further advance when the country shall, by rest 
and recuperative delay, be ready to take the next step toward 
specie payments. 


That this policy is a wise one, appears from the nature and 
functions of the currency as expounded at the beginning of this 
article. Whichever of the two opinions we espouse relative to the 
functions of the currency, the inference will be in favor of delay- 
ing further experiments of resumption-legislation. If we accept the 
English theory, that money is an instrument for the Distribution of 
wealth, without much influence on Production, then the incon- 
veniences of delay in regard to currency reforms will be confined 
to one very narrow branch of economic activity. Hence the 
delay, if wholesome and needful, can easily be compensated by 
other distributive arrangements; and indeed it will tend, like all 
subordinate perturbations in the industrial organism, to develop its 
own compensations. If, however, we accept the French view of 
the functions of currency, then the necessity of the delay we recom- 
mend will be inmeasurably augmented. For, the currency, being 
an instrument of Production as well as of Distribution, possesses 
functions too sensitive, too delicate, too elastic, and too powerful 
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to admit of being rashly touched with impunity. That the latter 
theory is the true one, we believe, in common with the leading 
American economists. Holding this theory, we contend that our 
greenback currency shall be kept for the next year or two as 
stable and tranquil in value as possible. Hence we oppose all 
attempts to unsettle it, or to give it instability by the perpetual agita- 
tion in Congress of impracticable, untimely, and abortive schemes 
for the resumption of specie payments. 


Although the greenback currency should be let alone for the 
present, and the people generally are hostile to any schemes for 
disturbing its stability, there is a growing conviction that circum- 
stances are favorable for repealing the legal-tender properties of 
' the National bank-notes. Most of the purposes for which these 
legal-tender privileges were at first conferred have long been ful- 
filled, and since the National Treasury has assumed the obligation 
of redeeming these notes, many of the managers of the National 
banks hold the opinion that the bank-notes can sustain them- 
selves without the mischievous legal-tender functions, which should 
cease, and be discarded as having long outlived and fulfilled their 
original design. 


Some of the friends of General Grant have expressed surprise 
that the Message does not refer to other financial reforms which 
the President is believed to be inclined to favor. Among these 
one of the most important is a system of agricultural credit, which 
shall cause loans to be easier of access to our farmers, especially 
in the Western States. It is well known that such systems flour- 
ish abroad, and no valid reason can be found why they should 
not be equally conducive to agricultural progress in this country. 
In our three thousand banks and banking institutions abundant 
development has been given to one side of the great fabric of our 
financial system,—that which has to do with mercantile credits. 
Some other parts of that great edifice have been neglected, and are 
very backward. The time seems to be near when a vigorous im- 
pulse can with advantage be given to these defective points which 
await the creative hand of some wise master builder. If re- 
port is to be believed, the President has given much thought to this 
question, and if in concert with his advisers he can suggest some 
feasible, solid method of realizing the beneficent objects proposed, 
he will certainly shed a lustre upon his administration and confer 
lasting advantages on the country. Whether it is to this subject 
that the President refers in his promise to make shortly some fur- 
ther suggestions of financial reforms for the consideration of Con- 
gress, is a question which we can not answer. What is certain is, 
that the project we have indicated will be realized at no very dis- 
tant day, and that we shall, either with or without Government 
inspection and control, create a system of Agricultural American 
Credit which will be as widely useful here as have been the 
Credit Foncier organizations of the Continent of Europe for the 
last hundred years. 





MR. BRISTOW’S REPORT OF TREASURY. 


MR. SECRETARY BRISTOW’S REPORT. 


The report of the Secretary of the Treasury has produced a 
favorable impression throughout the country. The dissatisfaction 
with which its wholesome suggestions about specie payments are in 
some quarters regarded is slight and confined to a few persons, 
while the vigorous earnestness of its discussion of this and other 
topics renders it one of the most popular, timely, and useful State 
papers that have ever issued from the National Treasury. The 
receipts for the fiscal year have amounted to $ 289,478,756 
and the expenses to $ 287,133,873, leaving a surplus revenue of 
$ 2,344,882. For the current year Mr. Bristow estimates the rev- 
enues at 284 millions, the expenses at 275 millions, and the surplus 
at nine millions. This surplus will be applied to the sinking fund, 
which by law requires an aggregate of $31,096,545. Unless, 
therefore, the actual receipts of the Treasury shall exceed the es- 
timates, there will be a deficiency in the sinking fund account for 
this year of 22 millions. As, however, in previous years of surplus 
a larger amount of the debt was paid off than the sinking fund 
law required, some persons have argued that the excess should be 
reckoned to the sinking fund account. If this can be done, the 
expedient would obviate the necessity of imposing any special taxes 
for the purpose of supplying the deficiencies of the sinking fund. 
This deficiency amounted last year, we believe, to about 18 millions; 
which, with the estimated short coming this year, will give an ag- 
gregate of 40 millions of dollars. 


To relieve the pressure of the debt on the resources of tht 
country, the work of funding the public obligations at a lower rate 
of interest was begun several years ago. It is still going on. Mr. 
Bristow gives a succinct narrative of his own negotiations in re- 
gard to this refunding operation. He says: “ On assuming charge 
of this department, June 3, 1874, the Secretary found the balance of 
the five per cent. loan authorized by the acts of July 14, 1870, and 
January 20, 1871, then unissued, to be $ 178,548,300. During 
the month of June proposals were received from several parties 
desiring to negotiate these bonds, but they were not deemed satis- 
factory, and were consequently declined. On the 2d day of July 
a circular was issued by the Secretary, inviting proposals, and in 
response thereto bids from various parties, at home and abroad, 
were received, the aggregate amount of which was $ 75,933,550. 
Of this amount, $20,933,550 comprised the domestic bids, an 
$55,000,000 the joint proposal of Messrs. N. M. Rothschild & Sons, 
of London, and Messrs. J. & W. Seligman & Co., of New York. 
The domestic bids at par and above, which were accepted by the 
department, aggregated $10,113,550, and those at less than par, 
which were rejected, amounted to sd oondinng 

“The proposal for $55,000,000 excluded the acceptance of all 
other bids, and provided that the parties should purchase 
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ceeenee on or before August 1, 1874, and the remaining 
45,000,000 at their pleasure, in several successive installments, 
prior to February 1, 1875; also that they should have the option of 
the entire balance of the five per cent. loan, $122,688,550, until 
the expiration of six months from January 31, 1875, and that the 
Secretary should keep an agent in London to deliver new fives 
and receive payment therefor. This proposition was modified, and 
on the 28th day of July a contract was entered into between the ~ 
Secretary and Messrs. August Belmont & Co., of New York, on 
behalf of Messrs. N. M. Rothschild & Sons, of London, England, 
and assoociates, and Messrs. J. & W. Seligman & Co., of New 
York, for themselves and associates, for the negotiation of 
$45,000,000 of the five per cent. bonds, the contracting parties 
having deposited with the United States Treasury two per cent. 
of the amount subscribed for, as a guarantee for the fulfillment 
of their agreement. 


“The conditions of the contract are substantially as follows: The 
contracting parties to have the option of the balance of the loan, viz.: 
$ 122,688,550, until January 31, 1875; to be allowed one-quarter 
of one per cent. commission upon the amount taken; they agree- 
ing to subscribe for 15,000,000 of the before-mentioned amount— 
$ 45,000,00o—on the first day of August, 1874, and to subscribe 
for the remaining amount—$ 30,000,000o—at their pleasure, in 
amounts of not less than $5,000,000 each, prior to the 31st day 
of January, 1875. The contract also allows the parties the exclu- 
sive right to subscribe for the remainder or any portion of the 
five per cent. bonds authorized by the acts of Congress aforesaid, 
by giving notice thereof to the Secretary of the Treasury prior to 
January 31, 1875. 

“The agreement on the part of the Secretary of the Treasury, 
with the parties before mentioned, is to issue calls of even dates 
with their subscriptions for the redemption of an equivalent 
amount of six per cent. five-twenty bonds, as provided by the act 
of July 14, 1870. The subscribers agree to pay for said five per 
cent. bonds par and interest accrued to the date of maturity of 
each call, in gold coin, United States coin coupons, or any of 
the six per cent. five-twenty bonds called for redemption; they 
also agree to defray all expenses incurred in sending bonds to 
London, upon their request, and in transmitting bonds, coin, 
United States coupons, or gold coin to the Treasury Department 
at Washington. 

“On account of the subscriptions of Messrs. Rothschild and 
Seligman, and their associates, and those of home subscribers, 
calls for six per cent. five-twenty bonds of the loan of February 
25, 1862, have been made as follows: August 1, 1874, 
$ 25,000,000; September 1, 1874, $15,000,000; October 1, 1874, 
$ 10,000,000; November 2, 1874, $5,000,000; total, $55,000,000. 
The excess of subscriptions over calls—viz., $113,550—has been 
provided for by uncalled bonds which have been received by 
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the department in payment for that amount. The larger portion 
of the bonds subscribed for has thus far been negotiated in 
Europe, where exchanges are still being made.” 


The Secretary next proceeds to the subject of specie payments. 
He lays down the fundamental principle that the chief obstacle 
to resumption is the fact that there is a large amount of currency 
outstanding, in excess of the legitimate needs of business, and 
he shows that this notorious fact should serve to dispel the fallacy 
that greater expansion of currency is the proper remedy for the 
general depression and contraction of the volume of business. 
These sound views of currency reform he discusses in a very lucid 
manner, as follows : 


“While it seems to be very generally conceded that resumption 
of specie payment is essential to the honor of the Government and 
to the general welfare, the views of intelligent and well-informed 
persons as to the best method of resumption are so widely diver- 
gent, and the plans that have been suggested so multifarious, that 
the Secretary feels embarrassment in suggesting a plan, the details 
of which will commend themselves to Congress. But there are one 
or two fundamental ideas underlying the subject, which, it is 
believed, must be the basis of any practicable plan for resumption, 
and are, therefore, submitted for the consideration of Congress. It 
is obvious that there can be no resumption by the Government 
so long as the volume of paper currency is largely in excess of 
the possible amount of coin available for that purpose which may 
come into the Treasury in any year, and while no provision is 
made for the conversion of this paper money into anything having 
a nearer relation to coin; nor is it possible for the banks or 
people to resume so long as the large amount of irredeemable 
paper now in circulation continues to be by law legal tender for 
all private debts with reference both to the past and the future. 


“While this state of things lasts gold will continue to flow from 
us, and find employment where the natural laws of trade, un- 
obstructed by restraining legislation, make its daily use indispensable. 
The Secretary, therefore, recommends Congress to provide by law 
that after an early and fixed day United States notes shall cease 
to be legal tender as to contracts thereafter made. But this pro- 
vision should not apply to official salaries or to other ordinary 
expenditures of the Government under then existing contracts or 
appropriations. Between the day thus to be fixed and the time of 
final resumption a sufficient period should elapse to enable the 
people and banks to prepare for the latter by such gradual pro- 
cesses in business as will neither lead to violent contraction in 
credit and values, nor suddenly increase the obligations of debtors. 
The sudden and immediate appreciation of the paper dollar to its 
par value in gold is not only no necessary element of redemption, 
but, as far as practicable, should be avoided. If during the 
period of the war the Legal-tender acts operated as a Bankrupt 
law, compelling creditors to give acquittances upon the receipt of 
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less than the full amount of their debts, this is no reason why the 
law for resumption should now compel debtors at once ‘to pay 
essentially more than they have contracted to pay. The adoption 
of such measures as will not suddenly increase the obligations of 
debtors, will go far to allay and disarm whatever popular opposi- 
tion to resumption of specie payment may now exist, and, besides, 
would be but just to the debtor class. The day from which new 
contracts must be discharged in coin should be fixed sufficiently 
far in advance to give the people and the banks time to under- 
stand it and to prepare themselves for it. It is believed that not 
many months will be necessary for that purpose; but, to avoid the 
mischiefsS already indicated, this day should precede the day of 
final resumption by a longer period. The time should not, in the 
opinion of the Secretary, be extended beyond three years, and 
might safely be made as much less as in the judgment of Congress 
would sufficiently protect the interest of debtors and avoid the 
evils of too sudden contraction. 


“The law should also authorize the immediate conversion of 
legal-tender notes into bonds bearing a low rate of interest, which, 
while inviting conversion, should not be so high as to appreciate 
the legal-tender notes rapidly, and thereby operate oppressively on 
the debtor class. As an additional inducement to the conversion 
of Unifed States notes into these bonds at a low rate of interest, 
authority should be given for making them security for the circu- 
lation of National banks. The law should further provide the 
means for the redemption of such notes as may be presented for 
that purpose when the period of resumption shall have been 
reached. To this end, the Secretary should be authorized to make 
a loan not exceeding the total amount of notes remaining uncon- 
verted at the time of resumption, less the surplus revenue to be 
made applicable to such resumption. It is probable that the grad- 
ual and continued revival of business will so far increase the rev- 
enues that a large loan will not be required for this purpose; but 
it is advisable that the Secretary be authorized to make it in order 
to meet the contingency of a failure of sufficient surplus revenues. 
Such a loan should be made by issuing bonds to run for such 
time as the wisdom of Congress may suggest, and to be disposed 
of from time to time as the necessities of the case may require. 
In the opinion of the Secretary these bonds should run for a long 
period, and should bear interest at a rate not exceeding the lowest 
rate which the Government may then be paying in refunding its 
six per cent. securities. Any substantial or useful movement for 
resumption necessarily involves supplying the Treasury with in- 
creased amounts of coin, either by increased revenues or an ade- 
quate loan. ‘The present condition of the credit of the Govern- 
ment, which would be further enhanced by the adoption of meas- 
ures for a return to a specie basis, leaves no room for doubt that 
a loan for such purpose would be readily taken at a low rate of 
interest. Measures should also be adopted requiring the banks to 
hold gold reserves preparatory to resumption on their part. 
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“In view of the great and pressing importance of the speed- 
iest return to specie payment consonant with steadiness of business 
and avoidance of violent and sudden contraction, discussion of 
mere details in advance becomes of little practical consequence. 
What is demanded by the best interests of the Government and 
the people, and by the highest considerations of virtue and moral- 
ity, is, that Congress shall undo that state of things which only 
the necessities of war justified or required in this respect. A wise 
modification of existing statutes, which neither enable nor permit 
the executive branch of the Government to effect the restoration - 
of a sound currency, will leave the laws of trade free to resume 
their operations, and many matters of detail will adjust themselves. 
When the Government shall have resumed specie payment, it may 
be expected that gold will flow into the country in obedience to 
the law of supply and demand; the export of our gold product 
will greatly diminish, and the millions of gold which now consti- 
tute only a commodity of trade will resume its proper functions by 
becoming again a part of the circulating medium. 


“With the adoption of the policy of resumption, free banking 
may safely be allowed, and the deficit of the actual amount of coin 
available for circulation can be supplied by bank-notes convertible 
into coin, in lieu of an inconvertible paper currency. The busi- 
ness of the country has not yet recovered from the disasters of the 
last year’s financial panic, the causes of which it is by no means 
difficult to trace. It was the direct and immediate result of that 
excessive development of speculative enterprises, overtrading and 
inflation of credit which invariably follows large issues of incon- 
vertible paper currency. The almost boundless resources and en- 
ergies of the country must compel the gradual re-establishment of 
business, but capital, with its accustomed sensitiveness to danger, 
is slow to return to the avenues of trade. Values are fluctuating 
and uncertain. Labor receives its reward in currency that is un- 
steady, and whose purchasing power changes almost daily. Nei- 
ther the reward of labor nor the value of commodities is measured 
by any certain standard. 


“The enactment of a law having for its purpose the substitu- 
tion of a sound and stable medium of exchange for an irredeem- 
able paper currency will tend to restore confidence, and thus cause 
a revival of industries and general business. There will be no 
better time in the future to enter upon the work of returning to a 
specie basis, and the Secretary feels that he cannot too strongly 
urge the adoption of the measures he has indicated, or such others 
as will more certainly lead to the desired end.” 


An important part of the report is devoted to the National bank- 
ing system. Mr. Bristow endorses the chief suggestions of the 
Comptroller of the Currency. Calling attention to the payment 
of interest on deposits, he recommends Congress to impose a 
special tax upon the amount of deposits bearing interest in State 
banks, private banks, and National banks. On this important ques- 
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tion the Secretary offers the following argument based on the re- 
ports of our Metropolitan banks. 


“The capital of the forty-eight National banks of New York 
city was $68,500,000, with a surplus of $22,653,881; net deposits, 
$204,620,288 ; loans, $201,778,054, of which $ 4,721,638 were loans 
on United States bonds payable on demand; $51,478,,691 were loans 
on other stocks and bonds payable on demand, and §$ 5,735,137 
were loans payable in gold. The aggregate call-loans of the banks 
of New York city on the 2d of October last were $56,200,329, cor- 
" responding very nearly in amount with the same class of loans on 
October 3, 1872, which then stood at $56,590,363, showing that 
the character of the loans of the New York city banks has not 
materially changed since the panic of 1873. The net amount on 
deposit with these banks by other National banks was $56,237,452. 
It thus appears that nearly the whole amount of the balances due 
to other National banks is invested in loans payable on call. In- 
terest is paid on a large portion of the balances due to other banks, 
and they must be so invested as to be readily available, such deposits 
being subject to far greater fluctuations in volume than a similar 
line of commercial deposits. The banker thus makes the broker 
a convenience for obtaining interest on money which he could not 
prudently invest in commercial paper. The statistical table of the 
rate of interest in New York city, prepared from daily reports, 
shows the following results, to wit: The average rate of interest 
for the past year was 3.8 per cent. on call-loans and 6.4 per cent. 
on commercial paper, and for the six months ending October 
31, 1874, the average rate was 2.7 per cent. on call-loans and 
5-6 on commercial paper. The attention of Congress has fre- 
quently been called by the Secretary and the Comptroller of 
the Currency to the evils arising from the payment of interest 
on deposits, and efforts have been made by the more conservative 
bankers to discourage the practice. The difficulty in the way of 
legislation is, that, while Congress has the power to prohibit the 
payment of interest on deposits by the National banks, by the im- 
position of penalties, it has no such power with reference to the 
State banks and private bankers. The only practicable legislation 
upon this subject which would not discriminate against the Na- 
tional banks would seem to be-the imposition of a special tax 
upon all interest-bearing deposits.” 


Recurring to the subject of specie payments, Mr. Bristow argues 
that it is important to manufacture a large quantity of silver coin 
to take the place of the fractional notes, and, as its preparation at 
the mints will require considerable time, it is recommended that 
authority be given the Secretary to commence the manufacture of 
such coinage, beginning with the smallest denomination, and to 
gradually withdraw the fractional notes. 


%»The amount of bullion coined in the United States mints, he 
reports as follows for the last fiscal year: Gold, $ 68,861,594.97; 
silver, $ 15,122,151.31; total, $ 83,983,746.28. 
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Deducting re-deposits, bars made at one institution and deposit- 
ed at another, the deposits were: Gold, $49,142,511.06; silver, 
$ 11,484,677.78. 


The gold coinage, including worn pieces recoined, was 
$ 50,442,690; silver coinage, $ 5,983,601; gold bars stamped, 
$ 31,485,818; silver bars stamped, $ 6,847,799.18. Compared with 
the previous year there was an increase in the gold coinage of 
$ 15,193,352-50; in silver coinage, $ 3,037,805.80; and in gold 
and silver bars, $10,816,087.57. The trade dollar has been suc- 
cessfully introduced into the oriental markets with advantage to 
American commerce. A twenty-cent silver coin being required 
for the purpose of convenience in making change, the enactment 
of a law authorizing the coinage of a piece of that denomination 
is recommended. ‘The estimate of the Director of the Mint shows 
a gain in specie and in bullion in the last two fiscal years of 
about $ 38,000,000, and the stock of specie in the country to be 
about $ 166,000,000. 


“The estimated increase of coin and bullion,” the Secretary says, 
“is one of the evdences of a gradual recuperation of the country 
from the effects of a destructive civil strife, and, in connection with 
an annual production of about $70,000,000 of the precious metals, 
affords encouragement that a stock of coin may, within reasonable 
time and with favorable legislation, accumulate to an extent suffi- 
cient to enable resumption of specie payments to be undertaken 
and maintained. There would appear to be no doubt that bullion 
converted into coin will, as a general rule, remain longer in the 
country than if left in an uncoined condition to seek foreign 
markets. Our policy should, therefore, be to encourage the coin- 
age of both gold and silver. With respect to the charge made 
under existing laws for the coinage of gold, which in this country 
is the standard metal, it no doubt tends to create an adverse ex- 
change, and causes bullion to be exported to London, where no 
charge for coinage of gold is made. The expediency of continu- 
ing the charge in the present financial condition of the country 
may well be doubted.” 


As to the condition of commerce and navigation, Mr. Bristow 
reports that the export of coin and bullion was $ 24,952,138 less 
than for the preceding year, while the exports of domestic mer- 
chandise have increased $63,803,118. There appears to have been 
a decrease in importations for the last year of $ 74,729,868 as com- 
pared with the previous fiscal year, and of $59,188,735 as com- 
pared with the fiscal year ended June 30, 1872. He says: “ Little 
improvement is observable in the foreign carrying trade ; over seventy- 
two per cent. of our imports and exports during the last fiscal year 
was carried in foreign vessels. This ratio is, however, a somewhat 
better exhibit than for the fiscal year 1872, when seventy-six per 
cent. of this trade was transported in vessels of other nations. It 
is estimated that, prior to 1860, from seventy-five to eighty per 
cent. was done in vessels of the United States. From the report 





502 BANKER’S MAGAZINE. [January, 


of the Register of the Treasury, the total tonnage of vessels of 
the United States appears to be 4,800,652 tons, being an increase 
over that of the fiscal year ended June 30, 1873, of 104,626 tons, 
notwithstanding the omission from the official returns, under the 
act of April 18, 1874, of canal-boat tonnage, amounting to 133,065 
tons. The tonnage of vessels built during the last fiscal year, as 
given in the report of the Register, is 432,725 tons, which amount 
exceeds that of the preceding year by 73,479 tons, and is greater than 
that of any year since 1855.” 

We recently called attention to the fact that the Pacific railroads 
would be required to contribute to the United States Treasury five 
per cent. of their net earnings. Mr. Bristow refers to this important 
source of Government revenue; he says that “ By the sixth section 
of the act approved July 1, 1862, to aid in the construction of the 
Pacific Railroad, and subsequent legislation, the Central, Union, Cen- 
tral Branch of the Union, Sioux City and Pacific, Kansas, and West- 
ern Pacific Railroad Companies are required, from the date of the 
completion of their several roads, to pay the United States five per 
centum of their annual net earnings. Congress, at its last session, 
by an act approved June 22, 1874, directed the Secretary of the 
Treasury to demand of the Treasurer of each of said companies all 
sums due to the United States, and in default of payment for sixty 
days thereafter, to certify that fact to the Attorney-General, who 
is required thereupon to institute such legal proceedings as may 
be found necessary to enforce payment thereof. The twentieth sec- 
tion of this act required the companies to make annual reports to 
the Secretary of the Treasury, which, if made, would show their 
annual net earnings ; but, by subsequent legislation, they were directed 
to make this report to the Secretary of the Interior. ‘They have not, 
however, as it appears, fully complied with this requirement.” 


“Upon information derived from other sources, estimates have 
been made approximating as nearly as practicable the net earnings 
of these railroad companies, and demands have been made for 
the payment of the amounts thus ascertained. Demand in writing 
has been served personally upon the treasurer of each company. 
The aggregate amount now due from all the companies upon the 
best data at hand, closely approximates $3,000,000. Should pay- 
ment not be made within sixty days, the matter will be reported 
to the Attorney-General, in conformity to the requirement of the 
act of June 22, 1874.” 

Among the fiscal recommendations which the Secretary offers for 
the consideration of Congress, the most important are the repeal 
of the stamp duty on bank checks, the re-imposition of the tea 
and coffee duties, and the addition of ten cents a gallon to the 
tax on spirits. He also recommends a revision of some of the 
regulations relative to the import duties by a special commission. 


From the decline in the receipts from internal revenue and 
from customs duties he argues the importance of reducing the 
expenses of collection, and of enforcing the most rigid economy in 
every department of the public expenditures. 
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REPORT OF THE COMPTROLLER OF THE CURRENCY. 


The report of Mr. Knox on the National Banks is, as usual, an 
elaborate document, and it will be read with the more attentior 
in consequence of the new legislation which has already begun to 
show its effects in the operation of the banking system. During 
the past year seventy-one National banks have been organized, 
with an authorized capital of $6,745,500. ‘Three banks have failed 
during the year, and twenty have gone into voluntary liquidation. 
The total number of banks organized under the national currency 
law since the first enactment of 28th February, 1862, is 2,200; of 
these, thirty-five banks have failed and one hundred and thirty- 
seven have gone into voluntary liquidation ; 2,028 banks in opera- 
tion 1st Nov., 1864. 


The capital of the National banks is now $.493,765,121, as 
shown by the October reports of 1874. In October, 1870, the 
aggregate capital was $ 430,399,301. ‘The deposits have increased 
from avsaanate in 1870 to $669,068,996. The notes issues 
have risen from $ 291,798,640 in 1870 to $ 333,225,298 in 1874. 
The loans have risen from $ 712,767,453 in 1870 to $ 949,870,628 
in 1874. The average reserve in October, 1870, was 20.9 per 
cent. for the country banks, and 2g per cent. for the redemption 
cities. In October, 1874, the reserve stood at 34.3 per cent. for 
the country banks, and at 33°9 per cent. for the redemption cities, 
The inference is that the banking system is not only larger, but 
stronger than it was four years ago. Mr. Knox elucidates this 
fact by elaborate tables. 


Among the novel statistical matter, we observe in the report a 
table showing the distribution of the banks in the great centers 
and in the interior. Of our 2,004 banks, 48 are in New York 
city; 94 in Boston, Philadelphia and Baltimore; 88 in the 12 
other redemption cities, while the remaining 1,774 are country 
banks. How the capital, deposits, loans and circulation are dis- 
tributed is shown in a series of elaborate tables, which will be of 
service for future reference. We compile the following summary 


of the chief facts: 

Total Boston, Phil- Other Re- Total Aggregate 

New York adelphia and demption Country in all the 

City. Baltimore. cities.* banks. States. 
48 banks. 94 banks. 88 banks. 1,774 banks. 2,004 banks. 
Capital and Surplus... $91,153,881 . $ 101,419,269 . $60,790491 . $ 369.359.587 . $ 622,723,228 
Deposits 201,323,282 . 114,200,822 . * 74,554.311 . 278.990,581 . 669,068.996 
National Bank Notes... 25,291,781 . 44,039,276 . 29,124,202 . 234,770,039 . 333,225,298 
Loans and Discounts... 199,777,054 - 171,438,221 . 100,360,154 . 466,295,198 . 949,870,627 
14,406,267 . 2,776,909 «+ 1,682 477 . 2,375,292 . 21,240,945 
20,874,595 . 12,098,851 . 14,146017 . 32,897,483 . 80,016,946 
31,555,000 . 7:530,000 . 2,970,000 . 775,000 . 42,830,000 
5p. c. Redemp. fund... 1,464,616 . 2,277,015 - 1,421,062 . 11,891,414 . 17,054,107 


* These “ other redemption cities” are twelve in number; —— Pittsburgh, Washington, New 
1 


Orleans, Louisville, Cincinnati, Cleveland, Chicago, Detroit, 


waukee, St. Louis, and San 
Francisco. 
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The chief use of these comparative statistics is twofold. First, 
they show how the strength of the banking system is diffused 
throughout the country; and secondly, they give important data for 
comparing the future development of the National bank organism, 
and of ascertaining whether its growth is wholesome and normal. 
Stability requires that the banks in New York, which form the 
center of the system, should bear a certain proportion to the 
banks of the interior in point of capital, deposits, and legal-tender 
reserve. The changes of the last five years in the National banking 
system show, from various causes, a tendency to enlarge the country 
bank proportion at the expense of the great centers. Hence, the 
equilibrium of the whole system is believed to have suffered, and 
from the disturbance thus introduced into the banking movements of 
the country the autumn stringency of the last five or six years is 
supposed to have borrowed part of its severity. How far the 
law of June 2oth, 1874, will tend to stimulate the growth of the 
country banks and to check the growth of the central parts of 
the system, it is premature as yet to attempt to predict. In esti- 
mating such changes in the distribution of the National banks in 
the interior, however, two facts must be carefully borne in mind. 
First, that the growth of capital and the extension of business is 
advancing with rapid strides; and secondly, that banking econo- 
mies in our large cities can be used much more advantageously 
than in the less centralized and more sparsely populated parts of 
the country. 


The total circulation outstanding on November 1, 1874, includ- 
ing the amount ($ 3,136,094) due to banks for mutilated notes 
destroyed, was $ 351,927,246, leaving $ 2,072,754 yet to be issued 
of the $ 354,000,000 authorized. Since the passage of the act of 
June 20, 1874, forty-six National banks have been organized, with 
a capital of $4,019,000, to which circulation .has been issued 
amounting to $1,842,650. The amount of circulation still due to 
these banks, and to other banks previously organized, is $ 3,707,000. 
Applications have been made for the organization of sixty-four 
other National banks, with a capital of $5,110,000, and circulation 
amounting to $4,509,000 has been assigned to these proposed 
organizations. Under section 4 of the act of June 20, 1874, 
$7,714,550 of legal-tender notes have been deposited for the pur- 
pose of withdrawing from circulation the same amount of National 
bank-notes. The amount of circulation now at the disposal of 
the Comptroller, or hereafter to be placed at his disposal, for dis- 
tribution from these different sources, is as follows: 


The portion of the $ 354,000,000 authorized, remaining unissued $ 2,072,754 

Notes of banks which have deposited lawful money for withdrawal of 
GENIN bi cwac cosnus. bcos oi senda sninnnstweee sucoeasnenaenasid 7,714,550 

Notes in circulation of banks in liquidation 6,492,285 


$ 16,279,589 


It is probable that of the notes of banks whose circulation is 
being retired, a sufficient amount will be returned and destroyed 
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to supply all applications for new organizations for some months 
to come. The amount subject to withdrawal under sections 7 and 
g of the act of June 20, 1874, in States having more than their 
proportion of circulation, is as follows: 


From four banks in New York city 
From seventeen banks in Providence 2,818,100 
From fifteen banks in Connecticut 3,034,020 
From thirty-eight banks in Boston 12,853,759 
From twenty banks in Massachusetts 255531225 
From four banks in. Maine 868,000 
From four banks in Vermont...........---.--------- 
From twelve banks in Baltimore 
From one bank in Delaware 
From forty-one banks in Pennsylvania .........-.- 
From eleven banks in New Jersey 
Add amount of circulation remaining unissued and amount to be with- 

drawn as stated on the preceding page 16,279,589 


$ 47,359,743 


The aggregate amount of circulation at the disposal, or here- 
after to be placed at the disposal, of the Comptroller for redis- 
tribution among the States which are deficient, is therefore 


$ 47,350,743- 


One of the most interesting parts of the report is taken up with 
a practical review of the condition of the legal-tender reserves held 
by the National banks. The Comptroller says: “The National bank 
act required that the National banks in New York city should 
hold, in lawful money, an amount equal to at least 25 per cent. of 
their deposits and circulation as a reserve fund; that the banks in the 
other redeeming cities should also hold 25 per cent. of their deposits 
and circulation as a reserve; but that each of such associations 
may keep one-half of its lawful money reserve in cash deposits in 
the city of New York. Every other association was required ‘to 
have on hand, in lawful money of the United States, an amount 
equal to at least 15 per cent. of the aggregate amount of its notes 
in circulation and of its deposits,’ three-fifths of which amount could 
consist of balances due from approved associations in the redemp- 
tion cities. ‘The act of June 20, 1874, repealed the provision 
requiring the National banks to hold reserve upon circulation. It 
also provides that the National banks shall at all times have on 
deposit in the Treasury of the United States, in lawful money, a 
sum equal to 5 per cent. of their circulation, to be held and used 
for the redemption of such circulation, which amount is authorized 
to be counted as a part of the lawful reserve on deposits; the 
circulation of the banks to be redeemed only at the counter of 
the bank and at the Treasury. The act abolished the agencies 
at which the circulation had been previously redeemed; and a 
strict construction of its provisions would require National banks, 
not located in the redemption cities, to hold in their own vaults 
the whole amount of their reserve, except the 5 per cent. upon 
circulation, which is to be kept on deposit in the Treasury. 


33 
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“The banks in the redemption cities are still authorized ‘to 
keep one-half of their lawful money reserve in cash deposits in 
the city of New York.’ The bill which passed the House during 
the last session provided ‘that sections thirty-one and thirty-two of 
the National bank act be amended by requiring that each of the 
said associations shall keep its lawful money reserve within its own 
vaults at the place where its operations of discount and deposit 
are carried on.’ This bill, as subsequently amended and passed 
by the Senate, contained substantially the same provision, but it 
was finally lost in the House and went to a conference committee, 
which committee reported the present law, omitting the clause last 
quoted. It is true that the act, as approved, abolishes the redemp- 
tion agencies; but as banks located in the redemption cities are 
still authorized by the act previously in force to hold one-half of 
their reserve in the city of New York, the Comptroller construed the 
intent and meaning of the act to be to abolish the reserve on circu- 
lation, and to authorize the 5 per cent. deposit in the Treasury to be 
counted as a part of the reserve on deposits, the remainder of the 
reserve to be held, as formerly, in the vaults of the banks and with 
their reserve agents, as provided by sections 31 and 32 of the 
National bank act. 


“Since the passage of the act two reports have been made by 
the National banks of the country; one on the 26th day of June, 
a few days after its passage, and the other on the 2d day of 
October. The reports of the condition of the banks in October, 
1874, show that the amount of lawful money reserve required 
under the act of June 20, 1874, was, for country banks, $ 43,800,033, 
of which $12,763,448 was required to be kept on hand and 
$11,891,414 in the Treasury to redeem circulation. For banks in 
redemption cities the necessary reserve was $53,738,059, of which 
$25,019,991 was required to be kept on hand, and $3,698,078 in 
the Treasury to redeem circulation; and for banks in New York 
city the reserve required was $51,155,072, of which $49,690,456 
was required to be kept on hand, and §$ 1,464,616 in the Treasury 
to redeem circulation. Under the act of June 20, 1874, therefore, 
the whole amount of legal-tender notes required to be held was: 
in the vaults of the banks $87,473,895, and in the Treasury 
$ 17,054,108—in all $ 104,528,003.” 


“Under the national bank act previously in force, the amount 
necessary for reserve would have been, at that date (October 2, 
1874), for country banks, $78,915,055, the proportion to be kept 
on hand being $31,566,022; for banks in the redemption cities 
$ 71,669,424, the proportion to be kept on hand being $ 35,834,712, 
and for banks in New York city $57,478,017, all of which must 
have been kept on hand. ‘The whole amount of legal-tender 
money required to be held in the vaults of the banks under the 
national bank act would, therefore, have been $ 124,878,751, from 
which, deducting the amount required to be kept on hand and in 
the Treasury, under the law now in force ($ 104,528,003), it will 
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be seen that legal-tender notes to the amount of $ 20,350,748 are 
released from the reserves of the banks.” 


Another important topic is the condition of the New York banks 
during the panic, as compared with previous years. Mr. Knox gives, 
from reports made to the New York Clearing-House, a table of the 
average liabilities and reserves of the national banks in New York 
city, weekly, during the months of September and October for the 
past five years. 


These statements show, that while the deposits of national banks 
have, during the last year, been much greater than the average since 
the organization of the system, the amount of lawful money held by 
them has also been much greater, the reserve in their own vaults 
being, at the date of their last reports, $55,000,000, and the total 
reserve $94,700,000, in excess of the requirements of the present 
act. One result of a financial crisis is a temporary contraction of 
the business of the country, so that a less amount of currency is 
needed. Hitherto, during financial crises, a large number of banks 
of issue have failed, and their circulating notes have consequently 
been withdrawn; but no such reduction of currency followed the 
panic of September, 1873. Since that date fourteen national banks 
have failed, the aggregate capital of which was $4,075,000, but 
the notes of these banks have continued in circulation as previously ; 
and as both the national bank-notes and legal-tender notes have 
been increased, the volume of paper currency in circulation is greater 
than previous to the panic. __ Until the business of the country shall 
again resume its former activity, or a portion of the circulation shall 
be withdrawn, there will continue to be a redundancy, which is 
evident from the fact that, notwithstanding the amendment to the 
act releasing reserve upon circulation, and the low rates of interest 
which have prevailed at the commercial centers during the year, 
the banks held at the date of the last report a larger amount of 
cash than at any corresponding period for the last five years. The 
full effect of the act of June 20, 1874, which releases the reserve upon 
circulation, cannot, therefore, be ascertained from the reports of the 
banks until the business of the country shall be restored to its normal 
condition. 

On small bank-notes the Comptroller offers some timely and judi- 
cious remarks. Of the legislation about them at home and abroad, 
he says: “The issue of bank-notes of a less denomination than £5 
was prohibited in England in 1827, and an act in 1829 provided 
that no person or corporation in any part of England should ‘ pub- 
lish, utter, negotiate or transfer’ the notes of any Scotch or Irish 
bank of a less denomination than £5, under heavy penalties. 


“The Legislature of New York, by act of April 20, 1830, pro- 
hibited the circulation within that State of the notes of other States 
of a less denomination than $5, the penalty being the forfeiture of 
‘the nominal amount of such bank-note, bill or promissory note, 
with costs of suit;’ and on March 31, 1835, the Legislature passed 
an act making it unlawful ‘for any person or corporation to pay, 
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give, or offer in payment, or in any way circulate or attempt to 
circulate as money within this State, at any time after the first of 
January, 1845, any bill, note, or other evidence of debt, purport- 
ing to be issued by any body-corporate, of a less denomination 
than $5, or of a denomination between $5 and $10;, the pen- 
alty for violation of the act being four times the nominal value of 
such bill, note, or evidence of debt. Corporations having banking 
powers were also prohibited from issuing or putting in circulation 
notes of a less denomination than $5, under a penalty of $ 100: 
for each bill put in circulation. This act was superseded by the 
act of February 28, 1838, which contained still more stringent 
provisions against the issue and circulation of notes below the de- 
nomination of $ 5. 


“The Legislature of Pennsylvania also (April 16, 1850) prohibited 
the issuing of notes of a denomination less than $ 5, and another act 
(April 17, 1861) authorized the issuing of notes of the denominations. 
of one, two and three dollars to an amount not exceeding twenty per 
cent. of the capital stock paid in. 


“ The proposition for the repeal of the acts of the Legislature 
of New York upon the subject above cited, constituted one of the 
principal issues of the political canvass of 1838, which resulted in 
the election to the gubernatorial office of an eminent citizen of 
that State (since deceased) who favored their repeal; and these 
acts were repealed February 21, 1839. The acts prohibiting the 


circulation of small notes in New York and Pennsylvania could 
not be enforced while banks in New England and other neighbor- 
ing States had the right to circulate such issues, and they were, 
therefore, generally disregarded. The whole circulation of the 
country is now, however, under the control of Congress, and an act 
to prohibit the issue of such notes upon the return to specie pay- 
ments would apply to every State in the Union. The principle is 
recognized in section 22 of the national bank act, which provides 
‘that not more than one-sixth part of the notes furnished to an 
association shall be of a less denomination than §$ 5, and that after 
specie payments shall be resumed no association shall be furnished 
with notes of a less denomination than $5;’ and also in section 
3 of the act of June 12, 1870, which prohibits the issue of circu- 
lating-notes to gold banks of a less denomination than $5. These 
provisions have had the effect to prevent the issue of any consid- 
erable amount of notes of a less denomination than $5, the whole 
amount of such issues in circulation at the present time being 
$8,972,841. The total amount now outstanding of legal-tender 
notes below the same denomination (one and two dollar notes) 
is $56,223,525; and the amount of fractional currency is 
$ 48,151,024. ‘The amount of National bank-notes in circulation 
under the denomination of $10 is $ 139,980,496; of legal-tender 
notes, $ 107,403,965. If the whole issue of legal-tender and Na- 
tional bank-notes under the denomination of $5 should be with- 
drawn, it would place $65,196,366 of specie in the hands of the 
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people; and if all the paper money (including fractional currency) 
under the denomination of $ 10 should be withdrawn, it would 
require $ 295,535,485 of specie to take its place. The following 
table exhibits the number and amount of national bank-notes of 
each denomination which have been issued and redeemed since the 
organization of the system, and the number and amount outstand- 
ing on November 1, 1874. 


Denomi-§ -—= Number. — «ss —-—— A mount, —_———_——_—__, 
nation. Issued. Redeemed. Outstanding Issued. Redeemed. Outstanding. 
16,548,259 . 11,143,606 . 5,404,653 $ 16,548,259 $11,143,60600 $5,404,653 00 
5»539,113 - 3,755,019 - 1,784,094 . 11,078,226 . 7,510,03800 . 3,568.188 00 
39,243,136 . 13,041,605 . 26,202,531 . 196,215,680 . 65,208,025 00 . 131,007,655 00 
13+337:076 - 3,912,707 - 9,424,369 - 133,370,760 . 39,127,07000 . 94,243,690 00 
3,962,109 . 971,608 . 2,990,501 . 79,242,180 . 19,432,16000 . 59,810,020 00 
666,950. 231.556. 435,394 - 33)347:500 . 11,577,80000 . 21,769 70000 
492,482 . 196,572 . 295,910 . 49,248,200 . 19,657,20000 . 29,591,000 00 
17,344 - 11,676 . 5,068 . 8,672,000 . 5,838,000 00 . 2,834,000 00 
5,240 . 4,083 . 557 + 5,240,000 . 4.683.00000 . 557,000 00 
9,811,709 33.2€9,032 46.543,677 $ 532,962,805 $184,176, 899 00 00 $ 348, 785,906 oo 
Deduct for fragments of notes lost or destroyed 5,246 30 30 
Add for fragments of notes lost or destroyed 


$ 148,171,652 70 $ 348,791,152 30 


From this table it will be seen that the total amount now 
— of National bank-notes below the denomination of $5 
8,972,841. With regard to the bonds held as security for the 
olen of the National banks Mr. Knox gives the following state- 
ment of the kinds and amounts of United States registered bonds 
held by the Treasurer of the United States on the first day of 
November, 1874, to secure the ultimate redemption of the notes 
in the event of the failure of the banks: 


Rate of 


duties Amount. 


Title of Loan. Authorizing Act. 
Loan of February 8, 1861, (81s) February 8. 1861 + 6percent. . $ 3,959,000 
Loan of July and August, 1861, (81s). July 17 and August 5, 1861. . 6 percent. . 55,298,050 
Loan of 1863, (81s) March 3, 1863 . Gpercent. . 30,371,050 
Five-twenties of 1862 February 25, 1862 . Gpercent. . 288.400 
Ten-forties of 1864 March 3, 1864 - 5 percent. . 104,463,250 
Five-twenties of March 3, 1864 March 3, 1864 . Gpercent. . 706,000 
Five-twenties of June, 1864 June 30, 1564 6 percent. . 9,430,750 
Five-twenties of 1865 March 3, 1865 . 6percent. . 9,231,200 
Five-twenties of 1865, 2d series...... March 3, 1865 - 6percent. . 6,899,500 
Five-twenties of 1867 March 3, 1565 . Gpercent. . 12,732,200 
Five-twenties of 1868 March 3. 1865 . 6percent. . 3.298.500 
Funded loan of 1881 July 14. 7870, & Jan. 20, 1871 . 5 percent. . 134,976.850 
U. S. bonds issued to Pacific R.R.Cos. July 1, 1862, & July 2, 1864 . 6percent. . 13,767,000 


‘Total 385,421,750 


From an examination of the tabie it will be found that these 
bonds consist of $ 145,981,650 of 6 per cent. bonds, and 
$239,440,100 of 5 per cent. bonds. On October 1, 1870, the 
Treasurer held as security for the circulating notes of the National 
banks $ 342,833,850 of United States bonds, of . which only 
$ 95,942,550 were 5 per cent. bonds; from which it appears that 
there has been during the last four years an increase in the 5 per 
cent. bonds of $ 43, 497,550, and a decrease in the 6 per cent. 
bonds of $ 100,909,650. 
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HOW FRANCE PAID THE INDEMNITY TO GERMANY 
OrrictaL Report sy M. LEon Say. 


This report has been looked for with much interest, not only 
in Europe but in this country. At an early stage of the 
payment of the French indemnity, it was observed that the Paris 
bankers were beginning to export our securities to this country, as 
well as to England and Germany, in both of which countries, at 
that time, there was a more active demand than prevails at 
present. The fact that France was exporting foreign securities 
previously held by French investors, was thus demonstrated; and 
a little inquiry soon showed that the exportation was active and 
had reached considerable dimensions. This movement seemed to 
us of the more importance, as it threw light on certain financial 
questions which at that time were causing anxiety all over Europe. 
When the French indemnity was fixed at five milliards, the great 
economists and bankers, with few exceptions, declared that such 
an enormous sum could not be surrendered by one country to 
another without permanently impoverishing France, and disturbing 
the money markets of the world for many years to come. The 
singular rapidity with which the payment was effected, and the 
freedom from monetary trouble secured to France during the stu- 
pendous transfers of capital to Germany, proved that some ex- 
portable commodity, not commonly observed, must have passed 
into foreign hands from French investors,—and that this exportable 
commodity was one which does not figure in the Government 
tables of imports and exports. What this commodity was, seemed 
to be suggested by the movement above referred to in American 
railroad bonds. It was conjectured that a large amount of 
American and other foreign securities had left France, and that 
by this means a considerable part of the foreign bills had been 
created which were required for the French payments to Germany. 
This conjecture, which was first started, we believe, by an Ameri- 
can economist, has been gradually adopted by English and French 
writers, and receives full confirmation in the report before us. 


The document has been published in full by our enterprising 
and intelligent contemporary the Zconomiste Frangais. The im- 
portant task of preparing this report was intrusted to M. Léon 
Say, by the committee on the Budget of 1875, who instructed him 
to investigate all the facts relative to the payment of the war 
indemnity, and to give a full account of the Exchange operations to 
which it gave rise. This broad field of inquiry has given M. Léon 
Say an opportunity, of which he has availed himself, to place on 
record some interesting details of the great loans and the Treas- 
ury operations during the whole of the period, in which the 
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payments to Prussia were made. In an economic point of view, 
the most suggestive part of the paper is that which explains the 
means by which the indemnity was transmitted from France to 
Germany. 


When the preliminaries of peace were signed at Versailles on 
the 26th February, 1871, no mention was made of the kind of 
money in which the payments were to be effected. In the con- 
vention at Ferriéres on the 11th March, the exchange was fixed 
at 3 fr. 75 c. per thaler, and at 2 fr. 15 c. per German florin. 
The treaty of peace, signed at Frankfort on the roth May, went 
further, and stipulated the different kinds of paper that would be 
received in payment, but with the exception of the thalers and 
florins no exchange was fixed; English, Dutch, and other non- 
German paper given in payment was to be converted into 
German money by Prussia at the cost of the French Government, 
which was only credited with the sum actually realized after the 
exchange and commission. The definitive account of the debt, 
including interest, amounted to 5,301,145,078 ff., or $1,060,229,016. 
The total amount received by Germany was, 5,315,758,853 
francs, or $1,063,151,771, leaving a balance of 14,613,674 
francs due to France. The total sum of 5,315 million francs 
comprised the 325 millions allowed for the railroads in the an- 
nexed provinces, and a sum of 98,400 francs. This last sum was 
a balance due by Germany to the City of Paris in the operation 
for the payment of the war contribution levied on the city after 
the siege, and this amount was placed to the credit of the 
French Government. The remaining aggregate of 4,990 millions 
was paid by France to Germany as follows: 


In Francs. In Dollars. 


Notes of the Bank of France 125,000,000 .. $25,000,000 
French gold coin 273,003,058 .. 54,600,612 
French silver coin 239,291,875 - 47,858, 375 
German notes and coin 105,039,145 -- 21,007,829 
US’. 1 WGIENS 5.5.0 x0 305.5004 - 2,485,313,721 497,062,744 
<¢ 6«¢ Frankfort florins........-. 235,128,152 -- 47,025,030 
marcs banco 265,216,990 .- 53,043,398 
PCINOUMIEE 60:5 <a anicasacic 79,072,309 -- 15,316,462 

Dutch: Horns: .......<<.<.... 250,540,821 -.. 50,108,164 


Belgian francs............ 295,704,540 .. 59,140,909 
pounds sterling.......-... 637,349,832 - 127,469,966 


Total, including centimes 4,990,660,453 -- $ 998,132,091 


Of the sum of 14,613,774 francs, overpaid, 2,412,317 francs had 
to be deducted for the discount of bills not due, and one of 
11,360,248 francs for the cost of converting into German money 
the bills on non-German countries. Of the balance Germany has 
already reimbursed 700,000 francs to France, and a final balance 
of 141,208 fr. is still due. In the accounts published in Germany 
the total amount of the sums received from France is set down 
at 1,484,551,274 thalers or, at 3 fr. 75 c. per thaler, 5,567,067,277 
francs. The difference of 251 millions of francs consists of the 
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war contributions levied on the towns of France, including the 
200 millions obtained from the City of Paris. 


From the statistics given above it will be seen that the bills 
which France had to procure amounted to 4,248 millions of francs, 
or $849,600,000. The amount of bills purchased by the French 
Government during the periods over which those operations ex- 
tended was in reality 5,862 millions of francs; the surplus of 1,600 
millions comprised bills employed by the Financial Agency in Lon- 
don for the payment of the interest of the loan, and the difference 
is explained by the fact that the French Government frequently 
found an advantage in employing bills on England, Belgium, and 
other countries to purchase paper on Germany, instead of sending 
them to Berlin. 


It is important to get a clear idea of the precise methods by 
which the French Treasury procured so enormous an amount of 
negotiable bills. The task was accomplished in four different ways: 
(1) by facilitating the subscription to the loan abroad, or in France 
with foreign bills; by this means 602 millions were obtained; (2) 
by facilitating, by a commission allowed to foreign bankers, the 
payments of the subsequent installments abroad, or in France in 
foreign bills, and by which means 1,171 millions were procured ; 
(3) by the purchase of 700 million francs of bills from a Syndicate 
of bankers; and (4) by the purchase of bills direct by the Treas- 
ury. Excluding the bills for the conversion of English or Belgi- 
an paper into German, the sum of 1,774 millions of francs had 
to be obtained by this last means. 


The French Treasury allowed to its correspondents abroad a 
commission of 14 or % per cent., for subscriptions to the loans; 
for the subsequent payments in advance, the commission, which 
was at first 1 per cent., was afterward reduced to % and ¥ per 
cent. Bills were thus procured at a moderate cost. The average 
rates paid for bills on the different countries were as follows, com- 
pared with the present exchange: 


Average Present 
Price Paid. Rates. 
Francs. Francs. 


Dutch florins eae 2,105 
eee 1,0061 soraniees 0,995 
Pounds sterling 25,4943 ree 25,15 
Thalers a 3,05 
Florins t i 2,11 
Marcs banco eer none. 
Reichsmark an 1,23 


The French Treasury soon found that the negotiating of foreign 
bills by Germany was too costly a process, and afterward con- 
verted them itself into foreign paper. The Treasury even at one 
moment engaged in an operation in the metals; finding that the 
value of silver was depreciated at Hamburg by the transformation 
of the legal standard, it purchased a part of the bar silver depos- 
ited at the Bank there, converted it into five-franc pieces at the 
French mint, and then used them for the payments to Prussia. 
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A sum of 35 millions was converted in that way. The Treasury 
also showed great judgment in purchasing foreign bills when interest 
ruled high in Paris; it was thus able to relieve the money market 
by the sums put in circulation, and at the same time it realized a 
profit by the fall in the exchanges. 


Referring to the loan of 200 millions in gold (of which only 
150 millions were taken) by the Bank of France to complete the 
final payments, M. Léon Say justly remarks that it was more ad- 
vantageous for the Bank at that moment to lend gold than notes ; 
for, as the amount of circulation was limited, in consequence of 
the suspension of specie payments, the Bank was bound to keep a 
guard on its margin of notes, while the gold was taken from the 
reserve lying idle in the Bank cellars. Another advantage was 
that the French Treasury was freed to a certain extent from the 
obligation of purchasing bills, and that it supplied the German 
mints with silver available for the new coinage. Hence Germany 
was relieved from the necessity of withdrawing gold from the 
Bank of England,—a necessity which would probably have caused 
a rise in the rate of discount and a hardening of money in Paris, 
the result of which would probably have been to impede the pay- 
ment of the sums remaining due on the second loan. On this 
last point it has been shown that of the two great loans, the 
first, for a capital of 2,225 millions of francs, is entirely liquidated, 
and of the second, for 3,491 millions, a sum of 7 millions only 
was outstanding on the 31st of July last, a great part of which 
has no doubt since been paid up. 


A point which still remains to be explained is the manner in 
which France was able to obtain 4,248 millions of francs in bills 
on foreign countries without having to export eventually an enor- 
mous sum in specie to balance the operation. M. Léon Say him- 
self remarks that the transmission, without a crisis, of a capital 
sum of 5,000 millions to Germany is a fact which may be said 
to have only been proved to be possible by its accomplishment. 
All those bills could not have been compensated by sales of mer- 
chandise, for if the exports in 1872 and 1873 exceeded the im- 
ports, according to the Customs returns, by 517 millions of francs, 
that surplus only counterbalanced the excess of imports over ex- 
ports, amounting to 694 millions in 1871. 


Passing on to the movement of the precious metals, M. Léon 
Say estimates the total value of the gold exported since 1870 at 
1,000 millions of francs, of which 273 millions were paid direct 
by the State to Germany, and 730 millions represent the exporta- 
tions by bankers in consequence of the creation of bills sold to 
the Treasury. On the other hand, 300 millions of silver were im- 
ported. A more important element in the balance of the exchange 
operations was the dividends on foreign securities held in France. 
M. Léon Say fixes at from 600 to 700 millions the annual value 
of those coupons; a sum of from 1,800 to 2,000 million francs 
had thus to be received from abroad in the three years. 
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Secondly, the report estimates the sum expended in France 
by foreigners at 200 to 300 millions of francs a year; allowing 
for the diminution in the number of visitors since the war, from 
400 to 500 millions of francs were probably obtained from that 
source in the three years. - 


Finally, as we have already said, M. Léon Say demonstrates that 
the major part of the indemnity payment must have been liquidated 
by the sale abroad of foreign securities previously held in France. 
Such an exportation of securities was, no doubt, carried on on a large 
scale; M. Léon Say has been at great pains to ascertain the 
aggregate export of foreign securities, but without arriving at any 
definite result. 


Two examples, however, suggest the magnitude of those sales 
of securities. In 1868 the interest paid in “Paris on Italian Gov- 
ernment bonds amounted to 85 millions of francs; in 1872 to 
60 millions. On the 1st January, 1874, the half-yearly coupons 
amounted to 25,604,000 francs. During the interval France had 
consequently sold abroad Italian Rentes for a sum of 35 millions 
of francs, representing a capital of from 400 to 500 millions. 
The Turkish coupons paid in France also decreased from 3,265,612 
fr., in January, 1870, to 728,181 in July, 1873. Similar proofs 
of the extent of the export movement could, no doubt, be col- 
lected if equally detailed information were on record with respect 
to Austrian, Egyptian, Spanish, and other foreign stocks. M. 
Léon Say contents himself with the demonstration we have cited 
of the general facts, leaving the precise details to be explored by 
further investigation. He claims to have shown, first that France 
has exported during the last three or four years a large amount of 
foreign securities. Secondly, that a much larger amount of foreign 
securities is still retained on which vast sums of annual interest 
accrue. From these two sources, from the capital of the foreign 
securities sold and from the interest of those retained, the major 
part of the foreign bills were created by which the payments to 
Germany were made. 


Thirdly, the Reporter calls attention to the fact, that of the French 
war loans a large part was subscribed and taken in foreign countries. 
He adds, however, that most of the Rentes so subscribed have 
since found their way back to France, and that with the close of 
the year 1874, it may be affirmed that the five milliards have all 
been absorbed at home, and without any aid from capitalists out- 
side of France. In summing up the exchange operations, he says 
that the three sources just mentioned produced the greater part, 
almost the whole, of the bills used, without any addition from 
either the movement of merchandise, which showed an equilibrium 
of the exports and imports for the three years, or from the move- 
ment of the precious metals, which was less than might have 
been expected, and furnished very little help in the payments, 
beyond the actual transfers of coin sent to Germany directly from 
the French Treasury. 
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The whole transaction, he says, may be regarded as having 
involved the simple process of remitting five milliards of Rentes 
to Berlin, and afterward buying them back again by installments 
with the funds arising from previous accumulated savings. The 
success of these stupendous operations depended on the single fact 
that France had a vast available hoard of savings, capable of 
being mobilized at short notice, and sent out of the country. 
There is one point which the Reporter does not enter upon, 
though it has been extensively discussed. It is a question of 
national finance, and asks who has lost the capital which Germany 
has gained by the indemnity payments ? If we were to summon 
before us the army of French investors, who have exchanged for 
the new Rentes of the war loans the Austrian, American or Italian 
bonds, which they held before the war, and if we were to interro- 
gate them one by one, these investors would respond that they had 
lost nothing, and that all they had done was to give up a foreign 
bond, of which they knew little, for an Inscription of Rentes 
which everybody knew all about, and which conferred patriotic 
honors on every holder. 


Although M. Léon Say does not venture to suggest an explanation 
as to who has actually lost this vast amount of capital, but sedulously 
avoids the thorny path of its discussion, to many of our readers the 
inquiry will seem to offer some of the most tempting and impor- 
tant problems which modern finance has proposed to economic 


science. 


Our author in all probability intends hereafter to supply the 
defects of his report. ‘The requisite facts are not so easily accessi- 
ble in other countries as in France. So far as the indemnity pay- 
ments have been investigated they are very suggestive. In the 
first instance it was extensively believed that the German Govern- 
ment intended and expected to compel France to pay the whole 
of the five milliards of indemnity in gold and silver. Multitudes 
of well-informed persons, who saw that so prodigious a sum could 
not thus be paid, believed that a very considerable displacement of 
specie must of necessity be produced. Before the war the estimate 
was that the French people had in circulation and in hoards from 
five to six milliards of coin. Hence it was supposed that France 
would lose the whole mass of her coinage of the precious metals, 
and that much of it would of necessity find its way to Germany, 
where it would remain. To utilize this expected influx of gold, 
Germany determined to reform her coinage and to change her sil- 
ver basis to a gold one. 


Such were the notions which prevailed in Europe for some 
months after the treaty of peace was signed in May, 1871. If 
the transfer of the five milliards had been made in gold alone, it 
would have involved the conveyance of 2,000 tons of coin and 
bullion from France to Berlin. 

This transfer was obviously out of the question. It was rendered 
unnecessary by the decision of Germany to make use of the French 
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indemnity money as fast as it was received from Paris. The mo- 
ment this determination was made, France was absolved from the 
necessity for the remittance of any coin whatever, except a very 
small fraction of the total payments. Out of the first year’s re- 
ceipts of Germany, amounting to 300 million thalers, no more 
than 40 million thalers of actual gold coin were locked up in the 
vaults of the War Treasury. This is not much more than one-third 
of the coin balance held in the Treasury of the United States. 
The policy of Germany was to disburse as fast as she received. 
Thus 43 million thalers were paid out to the public for damages 
sustained or contributions levied during the war; 41 millions were 
applied to the strengthening of the Alsace-Lorraine fortresses; 44 
millions were used for the purchase of rolling stock for the Alsace- 
Lorraine and other Government railways; 27 million thalers were 
disbursed for the navy; 10 million thalers were consumed in the 
armament and disarmament of fortresses; 8 million thalers were 
spent for fresh siege-artillery, and other material of war. The 
rapid disbursement of the French indemnity money so soon after 
the close of the war caused the specie which Germany at first re- 
ceived in the early payments to return into the ordinary channels 
of the European circulation. But the fear was that the Germans 
at a later stage would begin to hoard the sums received under the 
subsequent payments, when the necessity for such outlay as is 
mentioned above had been fully satisfied. The apprehension was 
removed by an announcement that the whole sum would be spent 
or divided among the several States as fast as it was received 
from Paris. This announcement had much to do with the success 
of the French war loan of 1872, which was the largest and most 
successful loan ever negotiated by any Government except our own. 
In part the achievement of this stupendous negotiation was dependent 
upon other conditions, most of which M. Léon Say very lucidly ex- 
pounds; but the fundamental condition of the ease with which the 
work was done was the certainty that the German Government 
would expend as promptly as possible the funds it received from 
France. 

Still, there is no doubt that the French officials and 
the German officials in whose hands was intrusted the task of 
manipulating these prodigious sums of money were disinterested 
enough and patriotic enough to act under the advice of the wisest 
and most experienced financiers of Europe. ‘The success of the 
transaction reflects much honor on the statesmen of both nations. 


On the whole, we find from an analysis of the published 
facts, that the indemnity has not been paid by the French people 
in gold, for very little specie has been sent by them to Germany, 
and even that has been chiefly obtained from other countries. 
Neither have the payments been made in merchandise, for, as is 
proved in the report before us, the imports and exports for the 
three years nearly balanced each other. ‘That is, the French 
people have exported very little more than they have imported, 
whether of gold or of merchandise. It is also certain that they 
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have not paid Germany by the exportation of Rentes, for it 
appears that nearly all the war loan of 1872, which was subscribed 
abroad, has returned to France, or is expected soon to do so. The 
real process of payment seems to have been finally adjusting itself by 
the export from Paris of five milliards of foreign securities formerly 
held by investors all over France. This export of foreign bonds, 
owned by French investors, enabled them to buy up the five 
milliards of new Rentes as they came into the market. Mean- 
while the mass of foreign securities which had been displaced and 
sent out of France, easily found purchasers in the various money 
markets of Europe, amid the excitement of the speculative era 
which followed the war. If this view is correct, M. Léon Say is 
guilty of a slight perversion of the facts, when he says that France 
paid the indemnity by a process equivalent to the sending of five 
milliards of Rentes to Berlin, and then buying them back again. 
The real process seems to have consisted of two parts. First, the 
French exported five milliards of securities, which all Europe was 
eager to buy at good prices, and with the proceeds of these sales 
Germany was paid. Secondly, while this process was going on 
outside of France, another responsive process was carried forward 
in France itself. This process consisted of the creation and dis-- 
tribution throughout the 86 departments of France of Rentes 
which French investors were glad to purchase in place of the 
foreign securities they were relinquishing for exportation abroad. 


With this explanation before us, we may obtain some of the 
elements for resolving the problem of National finance which is 
stated above. If we ask who has lost the large amount of capi- 
tal which Germany has gained in the payments under examination, 
the answer is, that the loss, if any, has been borne by no other coun- 
try, either directly or indirectly, but by France herself. She does 
not even appear to have borrowed, except for a short temporary 
period, any part of the immense sums which she has paid to Ger- 
many. And finally, if we look into the matter we shall find it 
difficult to prove that, strictly speaking, France herself has _per- 
manently lost the whole sum in question. What she has done is to 
borrow from her own citizens capital which was formerly lent to 
foreign countries. This capital was invested in American railroads, 
Austrian railroads, Turkish and Egyptian securities, and brought in 
an annual revenue of five or six per cent. a year, at least. ‘This 
revenue, formerly paid in the shape of interest to French investors 
by their foreign debtors, amounted to some fifty or sixty millions of 
dollars a year. This annual subsidy will no longer be exacted by 
France from her tributary debtors abroad. They have paid her 
their debts, or rather, by novation, they have other creditors. In 
addition to this loss of annual interest, France must be-adjudged 
to have lost the command of the principal of these five milliards 
of accumulated savings, which before the war she held invested 
in foreign countries. Formerly she could call home, in an emer- 
gency, any part of this large capital. This privilege she no 
longer possesses, except as to her other foreign investments over 
and above the five milliards given up to pay the indemnity. 
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USURY AGITATION AND ITS PROSPECTS IN 
NEW YORK. 


By Dr. GEORGE MARSLAND. 


Ever since the year 1785, when the first Usury Law was enacted 
in the State of New York, there has been an agitation, fitfully and 
periodically kept up for the repeal of the penalties of usury. A 
short time before the Jay Cooke panic, Governor Dix strongly 
urged the repeal of those penalties, and during the session of 1873, 
an Act for that purpose very nearly succeeded in becoming a law. 
Prior to this latest effort to shake off the trammels of usury legis- 
lation, considerable jealousy prevailed between the National banks 
and the banks organized under the State system. To adjust the 
dispute our State Legislature passed an Act in the year 1870 
which strongly exhibited the popular opposition to usury penalties. 
This Act has just come up for interpretation before the Court of Ap- 
peals, and contains the most recent legislation on the subject in this 
State. ‘The first section of this statute declares the penalty of usury 
by our State banks to be a forfeiture of interest. ‘This is the same 
penalty as is prescribed by the National banking law, and, as will 
be seen hereafter, it is much less severe than our State law on the 
subject. The second section of this new statute of 1870 declares 
that “the true intent and meaning of this act is to place the 
banking associations organized under State laws on an equality, in 
regard to usury penalties, with the National banks organized un- 
der the acts of Congress.” When this law of 1870 was passed 
it was believed, and had been held by the Courts, that the Na- 
tional banks were amenable to the usury penalties of the National 
Currency Act, and were wholly free from the severer penalties of 
the State Banking laws. If this view of the privileges of the 
National banks had been sustained, the law of 1870 would have 
operated to put our State banks on the same level, and to confer 
upon them lke privileges. In 1872, however, the Court of Ap- 
peals, in the case ‘of the National Bank of Whitehall v. Lamb, 50 
N. Y., 95, overturned this whole theory, and held that the usury 
provisions of the National Currency Act have no force whatever 
in States where a usury statute has been enacted by the State. This 
decision settled the law in the State of New York, and left the 
National banks as much under the control of the State usury laws 
as were the State banks themselves. Such was the decision of 1872 ; 
but the present decision goes a step farther, and déclares the 
meaning of the Act of 1870 to be that State banks can not es- 
cape the severer penalties of usury as fixed by the Revised Statutes 
on the plea that the first section of the law of 1870 declares that 
the knowingly taking a rate of usurious interest shall work “a for- 
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feiture of the entire interest.” This light penalty, and the section which 
imposes it, must be understood, so the majority of the Court of 
Appeals has decided, in a sense compatible with the second section 
of the same law, which declares that the State banks shall be on 
an equality with the National banks. But the latter were held 
by the decision of 1872 to be amenable to the full penalties 
of usury. Hence, by parity of reasoning, those same penalties in 
all their force applied equally to State banks. A full report of the 
opinion of the Court in this case will be found on another page 
of this issue. Chief Justice Church read the opinion of the 
Court, in which Folger and Rapallo, JJ., concurred. A dissent- 
ing opinion was read by Mr. Justice Johnson, in which Grover 
and Andrews concurred. The arguments on both sides are ad- 
mirably set forth. The decision will probably settle the contro- 
versy until a wholesome change can be brought about in the fun- 
damental legislation on the subject. 


This case has revived the discussion as to the general policy 
of usury legislation, and it will tend, in all probability, to give more 
activity to the efforts for repeal this year in the State Legislature. 
These efforts receive an impulse from two or three circumstances 
which are not operative to the same degree in other parts of the 
country. For example, the penalties of usury in this State, as we have 
said, are extremely severe. ‘The New York usury laws make the 
legal rate of interest 7 per cent., and denounce the following penalties 


against any person who takes more: First, he forfeits the money 
lent; secondly, he is liable to a fine of $1,000; and thirdly, he 
may be punished with six months’ imprisonment besides. Such is 
the law as regards private individuals. No citizen, whoever he 
may be, can lend money at more than 7 per cent. without incur- 
ring this threefold punishment. 


On the other hand, these laws are not impartially enforced upon all 
lenders and borrowers alike. No individual is permitted to borrow 
at a higher rate of interest than 7 per cent., but what individuals 
can not lawfully do, chartered corporations are permitted to do 
every day. Any corporation whatever is privileged to borrow with- 
out limitation of interest. By a statute passed April 6th, 1850, the 
Legislature enacted, that no corporation shall plead usury (N. Y. 
Rev. Stat., Part II., Chap. IV., Title iil. § 19). This law gives the 
power to any corporation whatsoever to go into Wall street and 
borrow at any rate, without restriction. These parties are virtually 
raised above the rest of the mercantile community. ‘They can bor- 
row on terms forbidden to private citizens, however great the emer- 
gency. Hence it happens that individuals who are willing and 
able to pay an extra price for loans to cover the special risk or 
inconvenience of the lender are not allowed to deal with the hon- 
est law-abiding private capitalist, and are fleeced too often by the 
unscrupulous hands of merciless oppressors. 


As usually happens, such severe legislation has defeated its own 
purpose. During the past ten years a number of corporations 
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have been created by special charter, with power to lend money 
at any rate above 7 per cent., while such loans are a crime in 
other persons. Of the multitude of these two kinds of privileged 
corporations, which have grown up of late years in this State, the 
great majority are continual borrowers in the loan market. Their 
presence is a cause of disturbance, and their large demands for 
money have doubtless had much to do with the spasmodic changes 
in the rate of interest which have been so conspicuous a feature 
of our New York money market. It is notorious that at certain 
crises of late years the money market has been in such a turmoil 
that the penalties against usury have been practically defied. At 
such seasons the usury laws have only a fitful, capricious activity ; 
and are often wholly paralyzed, as the high rates for money suf- 
ficiently prove. 


The demoralization, the disrespect for law hence resulting, are 
among the worst evils that can befall a nation. Now, although 
the usury laws are among the chief causes of these troubles, and 
while pretending to protect borrowers, really plunder them and 
help their usurious oppressors, still there are not a few honest, 
well-meaning persons who contend that but for these penal laws 
things would be worse. “If,” say these gentlemen, “ Wall street 
plays such freaks with the rate of interest, notwithstanding all the 
Legislature can do to stop them, what might not the rates be 
should the penalties against usury be taken off?” The answer is, 
that the rates would be lower to the mass of borrowers; and that 
multitudes of owners of real estate who cannot, of late, borrow on 
mortgage at any price, would be supplied with all the money they 
can give security for, at fair rates. The repeal of the usury laws 
would not only put a stop to much chicanery, shuffling and eva- 
sion, which criminate borrowers and undermine the moral strength 
of the community, but it would give the loans they want to our 
farmers, who now find it very hard to borrow for the improve- 
ments that are necessary if we would raise produce in competition 
with the teeming soil of Northern Europe. 


Our account of the usury laws would be imperfect, did we not 
add that all courts of justice are required to give a special charge 
to the grand jury to inquire into any violations of the usury law. 
Any bond or other evidence of debt which is tainted by usury is 
void, and the Supreme Court is empowered to enjoin any prosecu- 
tion thereon, and to order’ such notes, evidences of debt, or 
securities to be surrendered and canceled. Any person charged 
with usury may be called as a witness to prove the usury, and may 
be also compelled to answer, on oath, in any equity suit for relief, 
or discovery, or both. Nor will any court of equity require, as in 
other cases, the Aayment of the alleged debt as a previous condition 
of granting relief to the borrower when the litigation is about a 
usurious loan. Moreover, any man who has paid more than 7 per 
cent. may recover the excess so paid, if he brings his suit within 
a year. And if he do not prosecute within a year, then the whole 
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sum paid may be sued for and recovered with costs “at any time 
within three years after the expiration of the year, by any over-. 
seer of the poor of the town where such payment may have been 
made, or by any county superintendent of the poor of the 
county” in wnich the transaction has been done and the pay- 
ment made. 


These being the general provisions of the law, there is no won- 
der that in so active and free a community as our own, it has 
become a dead letter, and is seldom invoked unless in the serv- 
ice of fraud or malice, or to protect some swindler in his dis- 
honorable schemes. So far as regards the protection legitimately 
claimed from a usury law, ours is wholly useless; while so far 
as such laws are capable of harm, it is without a peer in the 
jurisprudence of Christendom. In defense of usury laws, it is com- 
monly urged that they protect borrowers. We have shown that 
their real operation is to oppress borrowers, rather than to protect 
them. To confirm our argument, we might refer to the testi- 
mony of the commercial classes in this country and abroad. A 
petition was sent in 1872 to the New York Legislature, signed 
by nearly four thousand firms in this city, who are among the 
largest borrowers, asking the Legislature to repeal all laws relat- 
ing to usury. Belonging to the borrowing class, whom the usury 
laws pretend to protect, these four thousand citizens, who borrow 
hundreds of millions a year, are the last men in the world who 
ought to complain. 


Let us see what the petition of this majority of the wholesale 
merchants of New York has to say against the protective virtues 
of usury penalties, and in favor of repealing all regulations what- 
ever on the lending of money. It brings two charges against 
these protective laws. First, “that legal restrictions upon the rate 
of interest are utterly ineffectual as a protection to borrowers ; 
and that, by preventing a free competition among all classes of 
lenders, they injuriously restrict loaning operations, and cause the 
average rate of interest to range higher than it would in the 
absence of attempted legal regulation.” Secondly, it says that 
these usury laws “are among the most fruitful causes of the 
monetary crises which now so frequently derange mercantile 
operations ; and, further, as being opposed in principle to that free 
competition between buyer and seller which regulates values so 
perfectly in every other department of business.” Both these 
charges are clearly stated and earnestly supported by the evidence of 
facts. They embody the opinions of our largest New York borrow- 
ers, after thirty-six years’ experience of the most stringent usury 
law which exists in the world. It cannot be denied that these men 
are intelligent observers, and fairly represent the views of traders at 
large. It is said that the presentation of the petition for signature 
found hardly one merchant in a hundred unwilling to endorse it. 
This fact is conclusive as to what our mercantile and borrowing 
classes think of legislative attempts to control the rate of interest. 


34 
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The following is a statement of the number and classes of firms 
signing this petition: 
1—The President and Secretary of the N. Y. Produce Exchange, in behalf 

of the Exchange; number of merchants therein represented . = 2,274 
2—The President and Secretary of the N. Y. Cotton Exchange, in behalf 

of the Exchange 
my. GRMN MECMUMINNS 52 55 5 ons cso Sasans ssascaasisaceneaeranuwes 232 
4—Produce Merchants 
5—Members of N. Y. Grocers’ Board of Trade..........----2--.2200- 
ODEN ANG Tasie MECVINAWER o-oo oss cscs dan dcad ckaancissonng eeu aan 
7—Merchants in other branches of trad 


So much for our borrowers in the city. Let us now call wit- 
nesses from the country. An emphatic protest was evoked on this 
subject, by a circular distributed all over the State, a few years ago, 
by the New York Chamber of Commerce. This circular made 
specific inquiry as follows: “How far, in your opinion, will the 
movement for this most vitally important reform be sanctioned 
and concurred in by the great trading cities and towns of our 
rivers and lakes; also by the great agricultural and manufacturing 
interests of the State?” The inquiry was sent to every town in the 
State, to every postmaster, to all the principal county officers, in- 
cluding Judges, Sheriffs, Surrogates, County Clerks, County Treasur- 
ers, and District Attorneys. It was sent to all the members and 
officers of the Legislature, comprising more than 3,000 persons 
“ occupying official positions.” Multitudes of answers came back, 
all heartily condemning the laws as they now stand. Not a single 
letter was received in their defense. Let us next summon evidence 
from other States, over 20 of which have within a few years re- 
laxed or abolished their usury penalties.. Prominent among these 
is the great manufacturing commonwealth of Massachusetts, where 
large amounts of capital are continually changing hands in the loan- 
market. In March, 1867, the Legislature of Massachusetts, with 
many misgivings, ventured to repeal their usury laws, which, though 
less severe than ours, were found to do no good, and much harm. 

With a view to obtain authentic evidence as to the working 
of this reform, the President of the Boston Board of Trade, Mr. J. 
S. Ropes, was applied to by the present writer for information as 
to the general working of usury repeal, as effected by the law 
passed 6th March, 1867, by the Legislature of Massachusetts. 
Along with other evidence to the same purport, Mr. Ropes summed 
up his testimony by declaring that: “The effect of the law appears 
to have been in every way satisfactory,so much so that the advo- 
cates of an irredeemable paper currency have thought it necessary 
to ascribe the improvement to that particular cause. I think the 
full benefit of the abolition of usury laws will not appear until 
our currency is restored to a sound basis. But, even with our 
present experience, I believe it would be utterly impossible ever to 
restore usury laws in Massachusetts. The amount of loanable cap- 
ital has very greatly increased, and borrowers in consequence are 
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supplied with far more ease than formerly, and on the whole at 
. lower rates.” 


This honest testimony from one of the oldest and most experi- 
enced merchants of New England, is confirmed by the evidence 
of merchants and bankers, farmers and manufacturers, who mostly 
agree that the great body of mercantile and agricultural. borrowers 
have not been injured, or in any way incommoded, by the repeal 
of the usury laws. On the contrary, the loan-market has been 
made more steady. The few rich borrowers who formerly mono- 
polized the “cheap” money, may, perhaps pay more in certain 
states of the market; but the masses of ordinary borrowers can 
get loans as cheap or cheaper than before, and the office of the 
rapacious, tricky middleman has become a sinecure. From some 
of the States we hear murmurs. But these are due to the mone- 
tary stringency which, from general causes, has prevailed every- 
where else for a year or two past. The majority of the borrowing 
community in most of the States which have abolished the penal 
statutes against usury, recognizes that the enormous loss which af- 
flicts business from high rates of interest cannot be prevented by 
usury penalties, however severe. On the contrary, these penalties 
tighten the pressure, drive off capital, and prolong the scarcity, so 
that with the repeal one chief cause of the fluctuations is taken 
away. After six years’ experience, Massachusetts, says Mr. Ropes, 
is so well satisfied, that it would be impossible to recall the anti- 
quated penalties, or to revive the usury laws. 


Still, although the evils of usury legislation are so notorious, all 
attempts in this State to repeal or modify them have failed. The 
first movement for repeal is the signal for an agitation against 
Wall street among the farmers throughout the State. “On real 
property,” they say, “‘loans can not be obtained except with great 
difficulty and at excessive rates; by the repeal of usury penalties these 
rates would be enhanced beyond endurance.” With all their in- 
telligence and shrewdness, our farmers can not see that their com- 
plaints, which are very just, and their sufferings, which are intolerably 
unjust, are caused or augmented by the usury laws. If these laws 
were repealed, why should not the same benefits be realized by the 
farmers as by the merchants and manufacturers? Secondly, the 
objection is raised, that there is someting immoral and oppress- 
ive in the charging of exorbitant rates of interest. This is true. 
All parties agree that usury is an offense against the ethical code. 
The only question is, whether the offense can be abated by usury 
laws, and whether such remedies do not aggravate the disease, 
which would otherwise work its own cure. 


The other objection is a more difficult one. It arises from a 
misapprehension of the teaching of Holy Scripture, and is of great 
antiquity. In all ages of the Christian Church a large number of 
eminent men have supposed that usury penalties were justified by 
the Old and New Testaments as well as by the Canon Law. In 
our day very excellent persons of almost every religious faith have 
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scruples about these laws. The Bible, they think, condemns usury. 
The Mosaic law certainly forbids it. Why, they ask themselves, 
should we not as a commonwealth obey the Bible, and prohibit’ 
usury ? Why should not our legislation copy the model of the 
Hebrew code, and follow its inspired author ? 


We answer, with Dr. Funck, that the Scriptural ordinances 
about usury must be interpreted in the light of the varying social 
condition and political institutions of the time in which they were 
given. Rightly interpreted, the Bible, we think, does not favor 
modern usury laws. It condemns both their spirit and their re- 
sults. Still there are multitudes of persons who think otherwise. 
Far be it from us to treat their opinions with levity or to discuss 
their scruples without profound respect. Still they are fair topics 
of honest argument; otherwise we cannot tell how much of truth 
there is in them. First of all, let us settle with these men as to 
what they mean by usury. It implies extortion and oppressive 
charges. In this sense the word interest is opposed to usury, and 
if a lender charges the legal rate of seven per cent. for the use of 
money, we call it zwéerest; if he exacts more than seven per cent. 
we call it usury. 


Usury laws are penal statutes which punish in one way or an- 
other—in this State with fine or imprisonment—all persons who 
charge more than the legal rate for money. Now, what we claim 
is, that the Bible gives no countenance to such penal laws. Few 
people doubt, and experience notoriously proves, that in modern 
times these laws really foster usury, oppress borrowers, and impov- 
erish the community. Is it not natural to expect that the Bible, 
which condemns oppression, and inculcates just dealing between 
man and man, should be found, if well understood, to give no 
support to restrictive laws which work so much of fraud, injustice 
and wrong? If we are correct in this, the exposition of the 
grounds of our belief may help to shake off prejudice from scru- 
pulous minds, and dispose them to investigate further. 


The point here raised is a question of fact, and must be de- 
cided by the Book itself. Let us consult first the Mosaic code, 
and secondly the Christian code, if we would find out what they 
say about usury. If the Old and New Testaments in their spirit 
and teaching are in favor of liberty to trade in money, the proof 
can only be had by consulting those inspired documents themselves. 
First, then, as to the Mosaic law. Usury is mentioned seventeen 
times in the Old Testament, and is always forbidden. But usury 
means “interest,” in all English books of a certain age, as is well 
' known to critical students of the legislation of the 16th and 17th cen- 
turies. The translators would have used the word interest instead of 
usury if they had lived in our time. For usury, nowadays, has al- 
ways its bad sense. It implies extortion. This refinement of lan- 
guage is of modern origin. Our forefathers knew nothing of it. The 
old English meaning of the word usury was money paid for the 
use of money, whether exorbitant or not. The word interest first 
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occurs as a legislative term in the Act of Parliament 5 and 6 Ed. 
VI., and 21 Jac. I. Since then the term usury has gone out of 
vogue in its good sense, and assumed obstinately the meaning it 
has now, of an unlawful extortionate interest. We insist on this 
change, because it is important. It shows why our translators 
employed the term usury to signify equitable interest. The latter 
word did not come into exclusive use till about 1624, whereas 
our ordinary version of the English Bible was published in 1611, and 
its translation began in 1604. With this clue to guide us, we find 
that what the Mosaic code forbids was not usury, but all interest 
whatever. If, as worthy men among us believe, we should follow 
the law of the Hebrews in this matter, we must stop taking inte- 
rest altogether, as Proudhon and the French socialists taught. 


A distinction is pointed out by J. D. Michaelis, in the second 
volume of his “ Laws of Moses,” between the Hebrew usury laws 
of different ages. This learned author shows that there were 
several different stages of Jewish legislation on this subject. The 
first was instituted immediately after the exodus from Egypt; the 
second on entering the promised land; and the third after the 
captivity. Of these three stages of the development of the 
Hebrew usury law, evidencé survives in the 17 passages of the 
Old Testament above referred to. It suggests that there was 
probably a fourth period of development, which culminated about 
the time of Solomon, and of which no records survive. The 
commerce with Phoenicia, and the growth of wealth among the 
nation during the prosperous era of the Jewish polity, render this 
opinion probable. We may, perhaps, be able to trace out this 
later provision of the Hebrew code by the key to it given in the 
New Testament. There we find the word usury twice. It occurs 
nowhere else but in the parable of the talents, as given in two 
parallel passages. (Luke xix., 23; and Matt. xxv., 27.) In both 
of these the taking of interest appears as a well-known custom, 
which the Great ‘Teacher does not forbid, but implicitly approves. 
He speaks familiarly of it, and represents the lord of the unfaith- 
ful servant as claiming back not only his moneyed principal, but 
also usury, that is, the ordinary interest. From this it seems that 
the Christian code is opposed to the Mosaic code. ‘The first 
approves of interest; the second forbids it. But is this strange? 
Do not these two codes differ, and must they not reasonably be 
expected to differ on many points; as, for instance, in the cancel- 
lation of debts at the year of jubilee, in the forbidding of the 
perpetual alienation of real estate, and in the preventing of a 
woman from marrying out of her own family? Surely our scru- 
pulous friends would not have us adopt these. Yet they are a 
part of the Mosaic code, just as is the usury law. The difficulty 
is easily explained. The Christian code was intended for all na- 
tions, and will be in force to the end of time; while the Hebrew 
law was a temporary municipal code for the Jews alone—and for 
that chosen race only during their isolated nationality as the ten- 
ants of Jehovah in the promised land. 
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Moreover, as J. D. Michaelis shows, the Hebrew usury laws 
changed their form in different ages. Preserving the same general 
features of prohibition, they took on minor modifications to adapt 
them to the increasing opulence, or industrial relations of the 
people. Still the plain intent of the Jewish laws and polity was 
to repress commerce, to keep the Hebrew people isolated from 
neighboring nations, and to prevent entangling alliances with the 
idolatrous Gentiles. It will help us to understand other parts of 
their polity besides their usury laws, if we remember that the Jews 
were a people set apart from the whole world: During the Mo- 
saic age, and for hundreds of years later, they were exclusively 
agricultural. They had few roads, little trade, no commerce, no 
manufactures, no organized industry. The mechanic arts were 
nearly unknown, or were represented by the carpenter’s shed, the 
tent-maker’s seat, the distaff and loom, the vat of the tanner and 
dyer of skins, or the simple hearth of the worker in iron and 
brass. They had no organized capital as we have, and did not 
need our methods of thrift or our facilities for investment. Their 
capital consisted in flocks and herds, in gold or jewels or apparel ; 
in seed corn, implements of husbandry or inalienable land. They 
were brethren, one man’s heirs. Their petty loans to each other 
of provisions or raiment, of seed corn or money, were mere family 
accommodations, which the needy might demand as a right and the 
rich were not allowed by the law to refuse. They had no such 
frugal habits of investment as other nations, and so usury was for- 
bidden. That this is the correct view is seen from the fact that 
a Jew was allowed to charge usury to a stranger. This single 
fact is demonstrative. It proves conclusively that at no stage of 
the development of the Hebrew polity was usury regarded as a 
malum in se. ‘The prohibition was only a municipal ordinance, and 
not a moral precept of binding force forever. One fundamental 
principle of the Divine government, set up in the family of Abra- 
ham, Isaac and Jacob, was that no individual of the family should 
become inordinately rich, but that property should be almost 
equally diffused throughout the community. It was with a view 
to this as well as the other objects we have mentioned, that usury 
was forbidden. The whole of the Hebrew law on this point is 
summed up in Deut. xxiii., 19: “Thou shalt not lend upon usury” (2. 
é. upon interest) “to thy brother; usury of money, usury of victuals, 
usury of anything that is lent upon usury. Unto a stranger thou 
mayest lend upon usury; but unto thy brother thou shalt not 
lend upon usury, that the Lord thy God may bless thee in all 
that thou settest thine hand to in the land whither thou goest to 
possess it.” 

Without going further into the details of this argument, we see 
how little force there is in the scruple by which our friends are 
troubled. Their error is a very old one. As we have said, the an- 
cient church held it. The civil and canon laws enforce it. Many 
excellent Protestants in former ages and in our time have taught 
that the Bible forbids usury. They must acknowledge, however, 
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that the New Testament does not forbid it, but speaks of it with 
approval. If we remember that what the New Testament ap- 
proves is not usury as we understand the word in these days, but 
interest—the ordinary hire payable by a borrower for the use of 
other people’s capital—we must infer that the old Hebrew law on 
this subject was defunct in the time of our Saviour, and that no-° 
where is there anything in the Bible to govern our modern usury 
laws except its general principles of equity, its golden maxims to 
avoid oppression, and to deal justly with others as we would wish 
them to deal with us. In short, the Bible teachings are as con- 
sistent with free commerce in money as they are repugnant to the 
spirit of oppression, rapacity and injustice, which have been fos- 
tered by the modern penal statutes against usury, and have caused, 
in sO many countries, their repeal or modification. 


We might cite a multitude of other objections which are urged 
against repealing the penalties against usury. They all proceed on 
the false assumption that the evils which usury laws assail are 
proper subjects for legislative repression. Now, we do not say 
that in the infancy of commerce such laws may not have been 
of use. What we do say is, that with the growth of capital, 
the extension of trade, and the amazing activity of productive 
industry, such antiquated restrictions are barren of good and 
fruitful of mischief. The right to exact interest from the man 
to whom we lend our capital, as J. D. Michaelis truly ob- 
serves, is founded on three fundamental principles. (1.) We run 
some risk in letting it go out of our hands. For this risk we 
have a right to compensation, (2.) The borrower derives a 
valuable benefit from the use of the capital we have lent him, 
and in equity he is bound to share with us in fair partition a 
gain he thus realizes. (3.) By lending our capital, we forego, 
and voluntarily concede to the borrower, all the advantage we 
might ourselves command by the personal use of our own capi- 
tal. By these three arguments he demonstrates, as do other 
modern jurists, the lawfulness of exacting interest between the 
borrower and the lender of money. From these principles it is 
clear that the rate of interest must vary in proportion to the 
risk of loss, to the advantage which the borrower gains, and 
to the sacrifice the lender incurs. No human legislation can 
devise regulations elastic enough to meet such varying con- 
ditions. Nearly all that the laws can do to protect borrowers 
is comprehended in the simple rules of enforcing contracts, pro- 
tecting property, and giving stability to the currency in which 
loans are made and debts discharged. To go further than this, 
and to interfere with the free play of supply and demand, by 
penal legislation against loans at certain rates of interest, has 
been found after many centuries of persevering trial to be de- 
ceptive and mischievous. The borrower may need, and often 
does need, to be protected against the rapacity of the lender; 
but the protection of usury laws is worse than none at all. 
Moreover, it is one of the most frequent and most conspicuous 
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complaints against laws on usury, that they are difficult to en- 
force, and that the mischief they work leads to repeated 
amendments by the Legislature. Hence the perplexing anomalies 
which render such laws so prolific of litigation and so perplex- 
ing to the Courts. For an instance of this we need not go 
further than the case in the Court of Appeals, which has 
given occasion to the present article. 





DO HIGH WAGES STIMULATE INVENTION? 


By THOMAS BRASSEY. 
[From Mr. Brassey’s book on “ Work and Wages.’’] 


M. Michel Chevalier truly says that machinery can alone enable 
dear labor to compete with cheap labor, and that England, which 
makes 57 per cent. of the textile fabrics of Europe, owes her su- 
periority entirely to the extensive use of machinery. The economy 
obtained by the introduction of machinery is often very remark- 
able. In their gallant struggles in the difficult times following the 
war in America, the British manufacturers developed the resources 
of machinery to a greater extent than had ever been attempted 
before, and they succeeded in making a considerable reduction 
in the amount of labor employed. 


Mr. G. R. Porter, in his “Progress of the Nation,” gives a 
statement from the books of Mr. Thomas Houldsworth, laid be- 
fore the Committee of Manufactures, which sat in 1833; and he 
shows in a similar manner the powers of machinery in augment- 
ing the productive powers, as well as the earnings of the opera- 
tive. 


The development of the productive power of machinery by in- 
creasing the proportion of spindles to the number of hands 
employed is not a novelty of our time. Mr. Porter’s work con- 
tains the following interesting calculation of the results attained 
by a former generation of cotton spinners: 


“In the cotton mill of Messrs. Houldsworths in Glasgow, a 
spinner employed on a mule of 3,360 spindles and spinning cotton 
120 hanks to the pound, produced, in 1823, working 7434 hours 
in the week, 46 pounds of yarn, his nett weekly earnings for 
which amounted to 26s. 72. In 1833, the rate of wages having 
in the meanwhile been reduced 13% per cent., and the time of 
working having been lessened to 69 hours, the spinner was en- 
abled by the greater perfection of machinery to produce on a 
mule of the same number of spindles, 5234 pounds of yarn of the 
same fineness, and his nett weekly earnings were advanced 
to 29s. 10d.” 
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But a much more considerable economy than this was produced 
by increasing the size of the mules. Mr. Cowell, in the Supple- 
mentary Report of the Factory Commissioners, gives the following 
example of the effect on the spinner’s earnings: “In the early 
part of last year a spinner produced 16 pounds of yarn of No. 
200 from mules of the power of 300 to 324 spindles. Consulting 
the list of prices, I perceive that in May he was paid 3s. 6d. a 
pound; this gives 54s. for his gross receipts, out of which he had 
to pay 13s. for assistants. This leaves him with 41s. earnings. 
His mules are now converted into mules of the power of 648; he 
is paid 2s. 5¢. a pound instead of 3s. 6¢.; but he produces 32 
pounds of yarn of the fineness of 200 hanks to the pound in 69 
hours. His gross receipts are immediately raised to 77s. 4¢. He 
requires five assistants to help him; but deducting 27s. for their 
pay from his gross receipts, there remains a sum of sos. 4d. for 
his nett earnings for 69 hours’ work, instead of 41s., an increase 
of more than 2o per cent., while the cost of the yarn is reduced 
13@. per pound.” 

It is perhaps less easy to substitute machinery for manual labor 
in engineering work than in any other branch of industry. But 
even in the construction of railways, labor has been greatly econo- 
mized. In Denmark the cost of constructing railways has been 
reduced by 35 per cent. This reduction is entirely due to the 
improved system of working introduced by Mr. Rowan, the engi- 
neer, who has represented the firm of Peto, Brassey & Betts, in 
their Danish contracts. 

Mr. Ballard, who has had great experience in making railways 
in England, gives a similar explanation of the reduction in the 
cost of making railways. He says that in England, as abroad, 
contractors can now obtain the codperation of much more ex- 
perienced sub-contractors; and that the introduction of the loco- 
motive has made it practicable to carry a load of earth to a 
greater distance for the same money. 


Mr. Wilcox, who has executed important contracts in Australia, 
in reply to the question as to whether it costs more to make a 
railway now than it did twenty years ago, replies: “I am of 
opinion that railways are now made considerably cheaper, though 
the rate paid for labor has increased to the extent perhaps of fif- 
teen or twenty per cent. Railways are now less costly, owing to 
the greater skill in construction, and from other appliances being 
so much employed to do work which was formerly performed 
only by the labor of men and horses.” 


Mr. Nasmyth, in his evidence before the Trades Unions Com- 
missioners, described very graphftally how the long strike of 1851 
made him anxious to develop to the utmost the use of labor- 
saving machinery. “The great future,” he said, “of our modern 
mechanical improvement has been the introduction of self-acting 
tools. All that a mechanic has to do, and which any lad is able 
to do, is, not to labor, but to watch the beautiful functions of 





53° BANKER’S MAGAZINE. (January, 


the machine. Ali that class of men, who depended upon mere dex- 
terity, are set aside altogether. I had four boys to one me- 
chanic. By these mechanical contrivances I reduced the 
number of men in my employ, 1,500 hands, fully one-half. The 
result was that my profits were much increased.” x 


With the increased use of machinery laborers can now be 
employed to make parts of locomotives which formerly could 
only have been produced by skilled artisans. By these means, 
in one of the largest locomotive establishments in England, the 
cost of manufacturing a first-class engine and tender has been 
steadily diminished, and the re-manufacture of iron rails which, 
in 1860, cost £7 15s. od. per ton, was reduced in eight years 
to £7 os. 2d. per ton. In both cases the old rails were 
charged at the same price per ton. 


In the opinion of Mr. Charles Manby, the price of locomo- 
tives is 7% per cent. less than it was, having been reduced on 
the average, say from £2,600 to £2,300. There have been 
no changes in the rate of wages; but production is cheaper 
through the application of improved machinery. 


Formerly, the furnaces in use in our iron manufacture were 
constructed with little regard to economy of fuel; but Mr. Lo- 
thian Bell says that, as soon as the cost of fuel increased, our 
manufacturers adopted the best methods for the purification of 
the coal and for its conversion into coke, for the use of waste 
heat from furnaces in driving machinery, and for the use of the 
best furnace gases, and that 500,000 tons of coal are annually 
saved by these discoveries in the Cleveland district alone. 


Mr. Buddicom, an English locomotive engineer, who has had 
thirty years’ experience on the Continent, and who was at the 
head of the Sotteville Works, a large establishment near Rouen, 
explains how the special difficulties with which they had to con- 
tend have stimulated the ingenuity of French engineers: “ For- 
merly, when I was actively engaged in locomotive building, greater 
study was given to save the consumption of fuel in the work- 
shops in France than in England. Fuel was so expensive—it 
cost 25s. a ton—that before the drawings of any piece of ma- 
chinery were completed, the question of the quantity of fuel 
necessary to be used in producing it was a consideration, and 
frequently the form or the method of construction originally pro- 
posed underwent an entire modification, with a view to econo- 
mize coal. I know that at one time my consumption of fuel for 
the manufacture of an engine did not exceed the cost of the 
fuel consumed in England; although the price of fuel in England 
was about one-third the price we had to pay.” 

The following extracts from the evidence of Mr. Hodges, who 
has had great experience in America, supply further illustra- 
tions of the stimulus given to the inventive faculty, by the diffi- 
culty arising from the high price of labor and the dearness of 
raw materials: 
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“In America the leading wheels of the locomotives and all 
the wheels of the railway carriages are constructed of cast-iron ; 
but the railway authorities of this country would not sanction the 
use of cast-iron for those purposes. It is doubtful, indeed, whether 
cast-iron wheels could be obtained in this country of such qual- 
ty as to endure the wear and tear of railway traffic. In America 
cast-iron wheels are made of chilled iron, and they are found to 
answer the purpose admirably. At the commencement of the 
Grand ‘Trunk Railway of Canada, a large quantity of cast-iron 
wheels were sent out from England, but it was found that they 
did not last. Wrought-iron wheels were then tried; but even 
these would not stand the work for which they were designed.” 


“In America the climate presents peculiar difficulties. When the 
summer weather breaks up there is a month of continuous rain, fol- 
lowed by intensely severe frost. The effect of the changes of 
weather was to consolidate the sleepers upon which the rails 
were placed, and to convert the ballast into an intensely hard 
mass, as rigid as the solid rock. When trains pass over a rail- 
way in this condition, a very severe jar is necessarily expe- 
rienced, causing exceptional wear and tear to the rolling stock: 
The United States has been able to construct wheels of cast-iron, 
which will stand this; while we in England have scarcely been 
able to produce, even in wrought-iron, wheels which will endure 
the strain to which they are subjected in America. Again, 
America has displayed marvelous energy in the construction of all 
light machinery.” 

“The United States iron-masters have made wonderful strides, 
and their axles are amazingly strong; they are better than English 
axles. There is now a large manufactory at Montreal for axles, 
and their castings are admirable. Take, for example, such simple 
things as rain-water pipes. They are beautifully cast. You see 
them scarcely more that the eighth of an inch thick. We should 
have them five times as thick.” 


“In cast-iron they beat us out of the market. The superior 
quality of their cast-iron is due to their great skill in mixing the 
ores. The extreme cost of labor is the reason why they make these 
things of cast-iron.” 

“The construction of rolling stock formed a part of the contract 
for the Grand Trunk Railway, and when the contractors were 
about to establish workshops for the purpose of constructing car- 
riages and other rolling stock, two clever mechanics were sent 
through the United States to examine the principal establishments 
in which similar railway stock was constructed. Although these 
men represented, as it were, a competition in trade, they were ex- 
tremely well received wherever they went. They were freely sup- 
plied with drawings of all the most successful machines, and with 
every information necessary to enable them to set up a similar appara- 
tus. Every well-tried labor-saving machine was introduced into our 
workshops. In England, in 1853, there were no morticing ma- 
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chines, and no planing machines such as we now see in every well- 
furnished establishment; but they had all those machines in 
Canada supplied from American mariufacturers.” 


Mr. Hodges, while speaking in commendatory terms of the in- 
genuity displayed by America in the contrivance ofall light 
machinery, is of opinion that in the construction of machinery for 
undertaking heavy work, England has carried the palm against 
every other nation. 


Mr. Alfred Field told the Committee on Scientific Education 
that, in the United States, a workman in the hardware trade 
earns. double the daily wages of an English workman; but labor- 
saving appliances have been brought to such perfection that in 
twenty-five classes of hardware goods, the United States are able 
to export largely into countries in which the pay of artisans is 
scarcely a quarter of the wage paid in America. They send their 
spades, shovels, axes, coopers’ tools, and pumps to England, al- 
though raw material and wages are twice as dear in the United 
States as in England. 


The rates of wages ordered for farm-laborers at the Labor Ex- 
change in San Francisco, in September, 1870, were during the 
winter season from £5 to £6 per month and food and lodging 
found, and from £8 to £9 and food and lodging found during 
harvest. The wages of operatives in California were still more in 
advance of the rates paid in other States of the Union. Observe 
the effect of these extreme prices for labor. “The number of 
farm-laborers required in this State,” says Mr. Booker, “is less in 
proportion to the land cultivated than in any other part of the 
Union. It probably does not exceed one hand to 100 acres. 
Every agricultural operation is performed by machinery. A great 
deal of soil is light, permitting the use of gang plows, and on 
the lightest lands the seed is distributed by the plow in front of 
the shares. Nothing more is done until the grain is ready for the 
sickle, when the reaping machine is used, and the threshing ma- 
chine follows it.” 


The recently published Blue Book on the tenure of land in 
foreign countries is a compilation of immense value, and does 
honor to the diplomatic service of this country. It contains 
most interesting illustrations of the laws which govern the labor 
question. I have already, by numerous examples, endeavored to 
show that where labor is cheapest, the indifference to labor-saving 
machinery is most conspicuous; and that where labor is dearest 
it is most effectually economized. These axioms are strikingly il- 
lustrated by a comparison of the agriculture of Russia and Prussia 
with the agriculture of the United States and of those European 
countries in which labor is most liberally paid. To give a single 
example of this contrast of laborers to land in Russia, the pro- 
portion is one man to every 11% acres. In Pennsylvania two 
men by the year, with two others during the harvest, will do the 
work on a farm of roo acres. 
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In English agriculture the rise of wages has been considerable. 
I< was recently stated by Mr. C. S. Read, M. P., that “ within 
the last twenty years the remuneration of agricultural laborers had 
increased about 35 per cent. In 1851, in the six counties in 
which agricultural wages are the lowest, the average was 7s. 114d. 
per week. The wages in Dorsetshire, where the lowest rate is still 
paid, are now 8s. In the Cotswold they range from ros. to 145., 
and in Northumberland from 13s. to 15s. Farmers on light 
arable soils pay a higher rent per acre than they did twenty 
years ago. Then they paid 25s., now it costs them 35s.; he did 
not get off under 4os.” 


I have quoted numerous examples to show how much dear 
labor stimulates invention, and how indifferent men become to the 
value of mechanical appliance when manual labor is very cheap. 


An examination of these remarkable illustrations of the ingenu- 
ity of man, when his powers are developed by difficulties, confirms 
the opinion already expressed, that the productive powers of the 
different nations are more equal than might have been ex- 
pected. Dear labor is the great obstacle to the extension of 
British trade. But we see how the cheap labor at the command of 
rival nations seems in some instances to exercise the same’ ener- 
vating influence as the delights of Capua on the soldiers of. ‘Han- 
nibal. 


THE RECENT PROGRESS OF NATIONAL 
DEBTS. 


By R. DypLey BAXTER. 
[Abridged from the Journal of the London Statistical Society for March, 1874.] 


A new series of National debts dates from 1848; all before that 
belonged to the old régime. They were contracted for the most 
part in the days of sailing ships, and post-roads, and semaphores, 
and were the result of that first great outburst of Democracy 
which swept over America and Europe a little less than a century 
ago; which in Europe was merged into military despotism, and 
finally extinguished by the resuscitated monarchies. The new 
debts began with the second struggle of Democracy and military 
empire, in the era of steamships and railroads, and electric tele- 
graphs, and accumulations of wealth; which spread before Govern- 
ments facilities and temptations, previously unknown, to tread that 
broad and easy downward road, whose consequences are described 
in the old distich, “‘ He that goes a borrowing, goes a sorrowing.” 

I was anxious to have given a table of the annual additions to 
National debts from 1848 to the present time, but have found it 
impracticable to obtain reliable figures. Almost all statistics of 
National debts are approximations, and not accurate totals. Eng- 
land and the United States furnish elaborate annual, or even 
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monthly statements of indebtedness; but other nations are much 
more careless and vague, and leave us to gather information as 
best we can from all sorts of unauthorized sources, in which the 
amounts of external loans taken and paid up, the floating debt, 
the home debt, the currency debt, and the guarantees of rail- 
ways or other public works, are often involved in confusion 
and obscurity. We can only give figures which afford an 
approximate idea of the progress of National borrowing. 
The total National debts were: In 1848, about £ 1,700,000,000 ; 
in 1873, about £4,680,000,000. Thus the increase in 
twenty-five years was £ 2,980,000,000, an increase of nearly 
double the original debts. But the rate of increase was very 
different before and after 1860. Up to 1860, National bor- 
rowing was chiefly in Europe. There had been the Revolution 
of 1848, the Crimean War of 1854, the French-Austrian War of 
1859, which caused most of the borrowing. But the total loans 
scarcely averaged from 1848 to 1854, £ 20,000,000 a year; from 
1855 to 1860, £ 50,000,000 a year. After 1860 there were the 
following great wars: 1. The American Civil War, 1861-65; 2. The 
Prussian-Austrian War, 1866; 3. The French-German War, 1870, 
leading to immense loans in America and Europe. During these 
years, an epidemic of borrowing set in all over the globe. Capi- 
tal accumulated so rapidly, and capitalists were so ready and press- 
ing with their loans, that all the States of the civilized and 
uncivilized world rushed to borrow them. Russia, Austria, and 
France contracted new debts without intermission. The South 
European States, Portugal, Spain, Italy, and Turkey eagerly in- 
creased their indebtedness. Egypt began to imitate Turkey. The 
United States whipped creation in the vastness of their five years’ 
borrowing. Mexico, and all the Spanish and Portuguese States of 
South America flocked eagerly into the money market. Australia 
and New Zealand borrowed largely for public works. Some of 
these States borrowed for war, others for railways—but ll 
borrowed. ‘The average increase from National debts from 1861 
to 1873, has been ¥£ 200,000,000 a year. 


If this average is kept up for twenty-five years more, our total 
National debt will be again doubled, and will reach, before the 
end of the century, in the year 1900, £10,000,000,000. ‘The 
annual charge of such a debt at five per cent. will be £ 500,000,- 
000, an amount equal to the present aggregate public revenues of 
all the States of Europe and North America. 


Such are the possibilities of the future progress of National 
debts. Are they probabilities? Shall we see National debts aug- 
ment in an ever-increasing ratio, like population, or the consump- 
tion of coal? Or are there reasons to think that borrowing will 
progress in a diminished ratio from the increase of National 
prudence and the decrease of National credit? Let us examine 
more in detail the debts and credit of the various States, to ascer- 
tain their different burdens, and means of meeting them. 
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The beginnings of National debts are almost always the same. 
An extraordinary expenditure is necessary, usually for warlike pur- 
poses, but sometimes for works of peace, which would press too 
hardly upon current revenue; and a loan is resorted to. The 
emergency continues through several years, necessitating further 
loans, negotiated on harder terms. It comes at last to an end, 
but leaves the National expenses permanently and considerably 
increased, partly by the interest of the debt, and partly by the 
inflated scale of expenditure which borrowed money constantly 
produces, both in the public service and in the nation. A strong 
and growing State will, then, impose sufficient taxation to prevent a 
continuance of borrowing, and even to provide surpluses for 
debt reduction. ‘The credit of the nation rises, and the State is 
able to keep down the interest to the lowest rate current in the 
country, and bear its burden of debt on the easiest practicable 
terms, even if the debt itself is heavy, and should lead, as it did 
in the last century in the case of Holland, to loss of commerce 
and of political power. 


But a declining or weakly governed State goes on with deficits 
and borrowing, to meet ordinary expenditure; and becomes con- 
tinually more embarrassed in finances and compelled to borrow at 
higher rates. When the taxation becomes heavier than the nation 
can bear, credit comes to an end; perhaps political convulsion 
ensues ; and the National debt vanishes in a National insolvency. 


Hence there are four classes of indebted States that should be 
carefully distinguished. 1. Zhe Economical States, whose debts 
grow less in proportion to their resources. 2. Zhe Vigorous Bor- 
rowing States, that borrow freely, but not beyond their resources. 
3. The Over- borrowing and Declining States, whose debts are heavy 
and continually increase more rapidly than their resources. 4. Zhe 
Defaulting or Insolvent States. 


I have prepared the tables that follow, classifying the different 
States according to their credit in the money markets of the world, 
as measured by the rate of interest which their stock can be pur- 
chased to pay; and also showing the increase in their debts 
since 1848. ‘The classification by rate of interest on the price of 
the day appears to me more useful than any other for practical 
purposes of investment, because it embodies, in a rough and ready 
way, the judgment of the moneyed world upon each security. It 
enables investors to see at a glance the rate of interest they want, 
and to form an idea of the risk they are running. 


One usual test of National debts is the amount of -annual 
charge per head of population, which varies, for instance, from 
8d¢. per head in British India, to 15s. 6a. in the United Kingdom. 
But this gives very little real information about the pressure or 
safety of the debt, because 8d. per head in India may be a heavier 
burden on the resources of the inhabitants than 15s. 6¢. in Eng- 
land. 
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Another ordinary test is the ratio of the annual charge to the 
annual public revenue. But this is often misleading. For in- 
stance, the annual charge of the French debt is now about 
432,000,000, which is nearly one-third of her expected revenue 
of £ 100,000,000. This looks a better preparation’ than the 
English debt charge of £ 24,000,000, out of a revenue of 
4 70,000,000; whereas really it is very much worse. It also looks 
better than £ 32,000,000 out of £ 70,000,000, which would be the 
proportion if France had reduced her expenditure to £ 70,000,000. 


I therefore prefer the tables of interest on price which you see 
before you. They fall naturally into four divisions, according to 
the rates of interest which the stock of the different States can be 
bought to pay. 1. States of Low Interest, viz., 3 and 4 per cent. 
2. States of Moderate Interest, viz., 5 to 614 per cent. 3. States 
of High Interest, viz., 6% to 10 per cent. 4. States of Excessive 
Interest, viz., above 1o per cent. 

The first and second of these classes correspond with the first 
two classes before mentioned, but the third and fourth are not 
necessarily declining or defaulting. 


I. Pustic Desrs aT Low INTEREST. 


Countries - Debt. ———— ——-—_ [nterest per cent. on 
THREE PER CENT. STATES. 1848. 1873. Market Price. 
United Kingdom......... £820,000,000 £ 785,000,000. 3% 
Denmark 11,225,000 12,747,000* 3% 


~ 831,225,000 797,747,000. sa 


Four PER CENT. STATES. 
Holland 102,460,000 80,500,000* 
17,500,000 36,000,000* 

40,000,000 i 146,000,000* 

50,000,000. 130,000,000*  . 

6,600,000—it 22,800,000* . 

Sar naan 39.400,000* . 
II isk crc ci atictale aeneieas G 600,000. 6,700,000*_ . 


£ 217,160,000 ; £ 461,400,000 


These are the capitalist and economical States that pay off debt 
or borrow very moderately. 


II. Pusrtic Desrs at MODERATE INTEREST. 


-~————- Debt. ——_-_— — Interest per cent. on 


Countries. - : 
Market Price. 


5 TO 64% PER CENT. STATES. 1848. 1873. 
Morocco ~ é '500,000* 5-0 
44°, 


000,000 
£48,000,000 z ; pone 


7,000,000. 63,000,000* 
100,000,000 -. 345,000,000* 

182,000,000 -. 900,000,000 
Cape G. Hope, Mauritius, &c ae 4,020,000* 
_ a ere 1,750,000 10, 300,000* 
Argentine Republic... .... 2,150,000 16,300,000* 


4£349.900,000 .£1,865,120,c00 
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These are the borrowing States, with good resources, whose 
credit is good in the money market. 


III. 


Countries. 
Sx AND A-HALF AND SEVEN PER 
CENT. STATES. 
Portugal 
Japan 
Hungary 
Austria 


e 


-_—_—_—_— 


1848. 
£ 17,000,000 


125,000,000 


142,000,000 
E1cut To TEN PER CENT. 
STATEs. 

Uruguay. 
Italy. 30,000,000 
550,000 
2,500,000 
2,800,000 


4 35,850,000 


Pustic Dests at HicH INTEREST. 
Debt. 


—— Interest per cent. on 


1868, 


£ 69,200,000* 
8,645,000* 
17,570,000* 
320,000,000* 
9,460,000* 
12,900,c00* 


437:775,000 


8,000,000* 
365;000,000* 
1,790,000* 

7 —— 
,000,000* 
3,270,000 
129,000,000* 


4 620,060,000 


Market Price. 


— 
CODD OMO 


These are the States whose expenditure exceeds their income, 
or whose other circumstances show some risk to lenders. 


IV. Pusiic Depts at Excessive INTEREST.t 


——— —_— Debt. 


Countries. 


Guatemala 
Bolivia 

SPU ccccceccccacesesans ££ 943,000j000 
Mexico.. - 10,000,000 


1848. 


aoe 

i ee 
San Domingo 

aa 
Honduras. 


& 133,000,000 


* Part of debt for railways or public works. 
at about £ 500,000,000, 


———-— Juterest per cent. on 


1868. 

£ 1,200,000 
1,700,000* 
373,000,000 
79,000,000} 

3,400,000 

3,000,000 
16, 700,000} 
750,000 
12,000,000} 
6,000,000f 


£496,750,000 


These are the States of unsettled Governments 
and threatened or actual default of interest. 


Market Price. 


14.5 
15.0. 


and finances, 


The total debts for these purposes are estimated 


+ I must acknowledge my indebtedness to the admirable tables of the ‘‘ Economist”? in its In- 
vestorio Monthly Manual for the latest amounts of the debts and their quotations at t the end of 1873 
and also to Mr. Hyde Clarke for important corrections. 


} Defaulting States, 
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THE MONETARY SYSTEM OF BRAZIL. 
No. I. 


The currency of Brazil consists chiefly of depreciated paper 
money, issued by the Government, and its history is a very instruct- 
ive one. Before entering upon it, we will give a brief sketch of the 
coinage operations of Brazil, of which a statement has been pre- 
pared by the Director of the Imperial Mint at Rio de Janeiro,. 
and furnished us by the courtesy of L. F. D’Aguiar, Esq., Bra- 
zilian Consul at this city. : 


The operations of the Brazilian Mint (Casa da Moeda) date 
back 180 years. The coinage of money in Brazil was begun in 
1694, when the Portuguese Government established a mint in the 
city of Bahia. During the four years of its existence that mint 
produced: In gold pieces,* 102,070$000; in silver pieces, 
818,952 $000. The gold marc of 64 octaves was worth 112 $ 640, 
and the silver marc 7$600. The Bahia Mint was transferred in 
1699 to Rio de Janeiro, and turned out in two years, in gold 
pieces, 612,644 $640; in silver pieces, 255,694 $940. The city 
of Pernambuco had also a small mint, which produced from 
1700 to 1801: in gold pieces, 8,108$000; in silver pieces, 
428,383 $260. Total sum in gold and silver pieces turned out by 
those three provisory mints, 2,225,852 $ 980, of which 722,822 $ 640 
in gold, and 1,503,030 $ 340 in silver. 

As the gold pieces were then made of old coins, Angola gold 
and jewelry, and the silver pieces were formed of silver sets and 
coins of the different Spanish-American settlements, neither of them 
had the fineness of even 0,91624, for those coins and jewelry were 
then worked out of metals lacking the necessary affinage. Besides 
this, the coins turned out from the Luso-Brazilian mints were not 
of an uniform weight: thus, the largest gold piece, which should 
have 2 octaves and 20 grains, and be worth 4 $000, had some- 
times 2 octaves 18 grains, and the silver coins of 5 octaves 28 
grains in Portugal, were never heavier than 5 octaves 2 grains in 
Brazil. 


In 1703, the Government closed all the other mints but the one 
at Rio de Janeiro, which was reorganized. It coined gold pieces 
of 0,916% assay, and weighing 3 octaves, 114 octaves, and 54 grains, 
and of the denominations of 4 $ 800, 2 $400, and 1 $200. In 
1727, the Rio.Mint began to turn out gold pieces of 12 $800, 
6 $400, 3 $200 and 1 $600, weighing 8, 4, 2 octaves and one 


* The sums given here are in Ré/s. This word is the plural of Read, and one Real in 
Brazilian money is about half a mill. In Portuguese coin, however, is about one mill, The 
modern Brazilian JJ7/-réis (written 1 $000, one thousand réis) is equal to 54 cents in gold. The 
Portuguese Mil-réis is worth about double that of Brazil. 
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octave, respectively, with the same assay of 0,916%. In 1832, 
the coinage of the 12 $ 800 and 4 $ 800 was suppressed by law. 


By that time the affluence of gold had become so plentiful that 
the Government had thought advisable to re-open the Bahia Mint 
in 1714, for the coinage of the same pieces as in Rio; and also 
to create a new mint in the Province of Minas Geraes, in 1724, 
for the coinage of pieces with 15, and 7% octaves, and with 
of octave. This last mint was closed, however, in 1735, after hav- 
ing turned out, by the nearest calculations, 1 camuanee ooo in gold 
pieces. It does not appear that it did coin silver. 


The Bahia Mint was again suppressed after the independence of 
Brazil, having made, in gold pieces, 20,000,000 $ 000; in silver 
pieces, 10,000,000 $ 000; in copper pieces, 1,500,000 $ ooo. Total, 
31,500,000 $ 000. The Rio Mint, afterwards the National Mint, 
coined not only gold pieces of 0,916% affinage, of the value of 
102 $ 400 to the Marc, but also the gold coins of 214 octaves, worth 
4 $000, and the silver coins of 640 reis, weighing 4 octaves, 69 
grains, and o,goo. From 1869 to this date, those coins of 640 réis 
began again to weigh 5 octaves. 


Here is the total sum of the money turned out from the Rio 
Mint from 1703 to 1833: in gold pieces, 216,257,629 $928; in 
silver pieces, 16,516,366$319. In 1833 the copper pieces were 
made by law as subsidiary currency. It is guessed that there were 
then in the Empire 18,000,000$000 in pieces of that metal. 
The 80 réis pieces were reduced to 4o réis; those of 40 to 20, 
and those of 20 to 10. The new 40 réis were to weigh at least 
7% octaves, and the others in proportion. 


From 1833 to 1839 the Rio Mint coined gold pieces of 
2 $500, and with one octave of gold of 22 carats; and silver 
pieces of 11 pence of the value of 13,33 réis to the octave. Of 
those pieces there were coined; in gold, 950,784 $000; in silver, 
67,390 $680. In 1846, the gold marco of 0,916% had _ their 
value fixed by law at 250$000, and the silver piece 16 $066. 
In 1849 the monetary system of Brazil was reformed. The 
octave of gold of 0,91624 fineness was valued at 4 $000. Silver 
coins of 25.5 grammes, of same fineness, began to be considered 
as auxiliaries, their value being set at 2$000. In September, 
1867, these silver pieces, and also those of 1 $000, began to re- 
ceive the fineness of 0,g00, and the following weights: those of 
2$000, 25 grammes; those of 1$ 000, 1234 grammes. _ Silver 
pieces of 500 réis and 200 réis began also to be coined, of silver, 
0,835, and of proportionate weight as the others. By the law 
of September 3d, 1870, the silver pieces began to have the 


same fineness and weight as previously to the law of September, 
1867. 


_From 1849-1872, the Rio de Janeiro Mint coined: in gold 
pieces, 43,306,010$000; in silver pieces, 18,446,045 $000; in 
alloyed copper, 628,770 $ 000. 
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In November of 1873, the mint began to make coins of ¢ernary 
alloying (liga ternaria), weighing 12 grammes, and valued at 40 réis 
(about 2 cents). 


RECAPITULATION OF THE AMOUNT OF COINAGE OF MONEY IN 
BRAZIL FROM 1694-1872. 
Mints. Gold. Silver. 
Bahia........... 20,102,070$000 .. 10,818,952 $140 
Pernambuco 8,108$ 000 .. 424,383 $ 260 
Minas Gerdes.... 15,000,000 $ 000 


Rio de Janeiro... 261,126,968 $568 .. .. 628,770 $ 000 
Copp. coin in Bra- 


zil before 1833. ae -- 18,000,000 $ 000 


ep 


Total....... 296,237,146$ 568 .. 46,576,832 $439 .. 18,628,770 $000 





THE CERTIFICATION OF CHECKS. 


LIABILITY OF BANKS WHERE CHECKS HAVE BEEN FRAUDULENTLY 
“RAISED.” 


One of the specific obligations of a banker is to honor the 
checks of his dealer, and in all commercial countries the law en- 
forces this obligation to the full extent of the funds which the 
dealer has deposited in the banker’s hands. For the convenience 
of their dealers, and as a means of economizing currency and 
facilitating business, our bankers have adopted the plan of certifying 
checks. ‘This expedient of certification, we believe, is peculiar to this 
country, and some doubts have always obscured the precise limits 
of the liability which a bank assumes when it certifies a check. 
One of these doubts is as to the liability of a bank upon its 
certification held by a bona fide purchaser for value, where 
the check has been fraudulently “raised” before certification. 
This question has just been decided by the Court of Appeals of 
the State of New York. The case is that of The Marine National 
Bank v. The National City Bank. The action was to recover 
money paid under the following circumstances: A check was cer- 
tified by the plaintiff, which prior to certification had been raised 
from $25 to $4,679.96. The defendant accepted the check and 
paid it in reliance upon the certification. The plaintiff reimbursed 
the defendant, but upon discovering the alteration the plaintiff 
demanded to have the money returned, and brought this action 
to recover such amount. The action was tried before Hon. Henry 
Nicoll, referee, who found in favor of plaintiff. The General Term 
reversed the judgment, and now the Court of Appeals has reversed 
the decision of General Term and affirmed the judgment entered 
upon the referee’s report. The text of the decision is as follows: 

“Tn order to sustain the judgment of the General Term the defendant must 
make out that it has parted with its money in reliance upon some assertion of 


the plaintiff in respect to the check, and which the plaintiff is therefore bound 
to make good. The whole question is, what did the plaintiff assert? Upon 
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this question we agree with the views expressed by the learned referee. When 
a check is presented to a bank on which it is drawn for certification, the pur- 
pose is to ascertain with certainty, what the bank alone can know, and this is, 
whether the drawers of the check have funds sufficient to meet it; and, fur- 
ther, to obtain the engagement of the bank that these funds shall not be with- 
drawn from the bank by the drawers of the check. To’this extent the knowl- 
edge of the bank must of necessity enable it safely to go in the way of assertion; 
and its own power over its own funds will suffice to protect it as to its obligation. 


“But if the doctrine contended for in opposition to this view is correct, and the 
certifying bank is bound to warrant, not only the genuineness of the drawers’ 
signature and the sufficiency of their credit, but also the genuineness of the 
check in all its parts, including the specification of the amount to be paid and 
the names and identity of the payees, then obviously there must occur an im- 
medjate and complete change in the modes of doing business, which would 
defeat and practically put an end to the use of certified checks. For no bank 
under such a rule could safely certify a check without, in the first instance, 
investigating its origin and history by inquiry of the makers and payers. The 
burden of such inquiries could not be borne without interfering with or inter- 
rupting the other necessary business of the banks, and the practice of certify- 
ing checks would have to be abandoned, or a staff of inquirers instituted in 
every bank specially charged with these duties. It is plain that banks, in self- 
protection, would be compelled to refuse altogether to certify checks, and that 
this convenient and useful invention of modern business would come to an end. 


“The mischief would arise from charging the banks with a knowledge 
that in the nature of things they cannot possess. With their responsibility 
limited to the facts within their knowledge, the practice imposes no burden 
upon banks and subserves the convenience of commerce. No construction 
ought to be put on acts, in the usual course of business, which will impose 
upon the parties interested the necessity of immediately altering it. For, as 
the question is necessarily what did the parties mean, we cannot without vio- 
lent construction attribute to them a meaning so burdensome that it will neces- 
sitate a change of the usual way of doing business. Such a meaning we know 
they cannot have entertained. We have been referred to various expressions in 
different cases, stating in quite positive and general terms the obligation of 
banks upon certified checks: Farmers’ Bank v. Butchers’ Bank, 16 WV. Y. 125; 
First National Bank v. Leach, 52 zd. 350; Cooke v. State National Bank, zd. 
115. These are to be construed with reference to the facts disclosed in the 
cases. In such cases the question has been, in various forms, whether the 
bank certifying a check could defend itself upon the ground of want of author- 
ity in thé certifying officer, or that the drawer had no funds. These bein 
facts within the knowledge of the certifying bank, it was necessarily preclude 
from disputing its certificate. But there is no ground of reason or authority 
for extending the rule to matters not being especially within the knowledge of 
the certifying bank, such as those which form the ground in this case on 
which the bank’s claim of immunity rests. 


“The order of the General Term granting a new trial should be reversed, 
and the judgment entered on the report of the referee be affirmed.” 


Against this decision the argument has been urged, that the public would be 
compelled to draw currency from the banks, in cases where they have heretofore 
been content with simply getting a check certified and depositing it in another 
bank for settlement by the exchanges of the Clearing-House. We are much 
inclined to doubt this prediction. If any broker in Wall street were to ven- 
ture upon the course suggested, he would attract toward himself the unfavor- 
able notice both of other brokers and also of the banks. How his business 
would be likely to shrink and suffer under the atmosphere of hostility that 
would thus he evoked around him, may easily be foreseen. If changes in the 
methods of business should occur, to a noteworthy extent, we should rather 
look for such changes to operate for the revival of the project of a Stock 
Exchange Clearing-House. In a few exceptional cases, we have reason to 
know that the use of certified checks has been temporarily restricted, and in 
counter transactions with strangers certified checks do not pass with the same 
ease as before this decision. 
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OUR FINANCIAL SITUATION AND THE REMEDY. 


By Ropert Morris. 


No 2. 


The most extraordinary financial, or, to speak more accurately, 
politico-financial blow ever struck in the United States,—that which 
made and left the deepest impression on the popular mind, was 
the blow struck by the hard-money Democratic party of 
1828-1836, in the name of Andrew Jackson, against the Bank 
of the United States. It suited the leaders of the party to 
give to the pending issue, which involved the gravest question 
of public policy that can enter into government, the character 
of a bitter personal quarrel between the President of the United 
States and Mr. Biddle, the President of the Bank. On this quar- 
rel the financial destiny of the country was determined for the 
next third of a century, when a new régime of finance was 
initiated by the necessities of the war of the rebellion. The 
issue of $400,000,000 of paper money as a legal-tender medium 
in lieu of specie, and the organization of the National banking 
system, opened a new career of “experiment,” which has _re- 
sulted, up to the present time, in a state of financial uncer- 
tainty, chaos, and economical embarrassment, unparalleled in the 
history of our Government. The President, in his late message 
to Congress, says that the nation has not for many years wit- 
nessed “such a prostration in business and industries” as we 
are now laboring under. MHe calls attention to the fact that 
labor and capital are abundant, but both largely unemployed. 
“Our soil and climate,” he says, “are unequaled for variety 
of products to feed and clothe a people, and in the amount of 
surplus to spare to feed less favored peoples. Therefore, with 
these facts in view, it seems to me that wise statesmen at this 
session of Congress would dictate legislation ignoring the past,” 
etc. By this the President means that Congress shall act on 
the simple merits of the subject, which he indicates in a few 
words, such as “abundant capital and labor, climate and soil 
unequaled for variety of products and fertility,” etc. It is cer- 
tainly a rational view, that, with such “elements” as these, 
Congress ought to be able to construct a system of finance 
which shall place us on even ground with the other markets of 
the world. We have been on such ground in times past, when 
our resources were far inferior to what they now are, our means 
of vigorous action much less efficient, and our accumulation of 
capital comparatively small. Why can we not be so again, with 
vastly greater means at command? Such is the point of view 
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of the President. He has made one stupendous admission, which 
I had not looked for, and which, to my mind, shows the sin- 
cerity of his recommendation to Congress, to iguore the past. 
“It has proved impossible,” he says, “to keep the National cur- 
rency on a par with the recognized currency of the civilized 
world.” He does not hesitate to abandon a system which is 
still popular with the country—which its deluded advocates 
still laud as giving “the best currency the world has ever seen.” 
This currency, the President says, can not be kept at par with 
specie! The opening debates of the present session of Congress 
indicate a growing distrust of it. ‘There is very dittle doubt that 
its death-note is sounded in these warnings, and that the only 
question left unsolved is, by what kind of currency shall it 
be supplanted? The profits of circulation being withdrawn, the 
National banks will rush into veluntary liquidation. It is from 
this point of observation that the President and the Secretary of 
the ‘Treasury coincide in reéommending “ /ryee Banking.” It may 
- help those to whom the incubation of this scheme (which 
would be much better characterized by the title of ice Piracy) 
may be intrusted, to be advised that there is a bill for Free 
Banking already drawn to hand, consisting of eleven sections— 
that it was introduced in the Maryland Legislature by Mr. 
Charles F. Mayer, a member from Baltimore, in the year 1831, 
and failed to pass that body. What was called the Free 
Banking Law of New York was passed by the Legislature of 
that State in 1838. A short experience made it manifest that 
there was wo much freedom in it; and it was modified 
by such restrictions as were found necessary to prevent abuses 
and frauds. The present National system closely coincides with 
the New York law in its characteristic features. It would be 
difficult to organize a plan of banking more “free” than this, 
with a due regard for public interests. I propose in my next 
paper to give an exhaustive analysis of this much vaunted, 
little understood, and mythical “cure all” for the evils of our 
financial system. The pressing point now in hand is to find an 
immediate remedy for our “ prostration in business and indus- 
tries” of which President Grant speaks in his message. 


I do not understand the President to mean that the teach- 
ings of experience shall be rejected, when he suggests that the 
past shall be “ignored.” He wishes merely to convey an ad- 
monition that all irrelevant discussion on the errors of the past, 
and responsibility for them, shall be foregone, and that Con- 
gress shall turn its attention directly and solely to the present 
emergencies of our condition. It is of the first importance that 
we refer to our experience. In endeavoring to mark out a 
new path, we desire not to repeat old blunders. We learn more 
from that experience which has plunged us into embarrassment 
than from that which has been attended by the most brilliant 
success. The former warns us, and awakens our judgment; the 
latter intoxicates, and makes us fool-confident, 
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In my former paper I advanced the proposition, that our 
main difficulty and danger in the present juncture of our affairs 
consist in the fact that our general credit has never had the 
support of an adequate base. It has been extended with the 
growth of the country; the resources and accumulations of the 
country have been sufficient in quantity to justify it; but they 
have not been organized. Organization is a process of thought 
and reasoning by the few. The mass of people deal with re- 
sults, not with methods. What can be more apparent than the 
truth of the proposition that the stabilitation and soundness of 
credit depends “on an enlargement of base in proportion with 
the height and spread of superstructure? Let this enlargement 
be arrested while the superstructure continues to grow, and no 
amount of accumulated wealth will avail to prevent the whole 
building from toppling over. ‘This is our precise condition. We are 
better able to pay our debts than any other nation. Our em- 
barrassment is not for want of means, but for want of organiza- 
tion of means. If our experience teaches anything, it teaches ~ 
this truth. We are like an army superior in number, force, and 
equipment to the enemy; but the enemy, being concentrated and 
capable of united action, beats our scattered divisions one by 
one, and is master of the field. The financial system of the 
United States has always been constructed on this plan of seg- 
regation, excepting the time covered by the two National Banks— 
from. 1791 to 1811, and from 1816 to 1836—a term, united, of 
forty years; but even in that time the Democratic party was 
the constant foe of credit, and obstructed the natural growth 
of the base on which it rested. Of the 85 years of our 
financial history, not more than 25 can fairly be considered as 
having been under the régime of anything like an organized 
financial system; while the full length of 60 years has been 
under that of divided counsels and conflicting .laws. At the 
opening of the civil war, it was governed by the laws of 34 sep- 
arate Legislatures, and the ruling precept of the banking system 
of the country was most truly expressed in the proverb, that 
can not be softened without destroying its force—“ Every one for 
himself and the devil take the hindmost.” 

My plan of organization is this: To conjoin in one capital as 
many of the present National banks as shall, within a given 
period, signify assent to such union, thus constituting a capital 
of (presumably) three hundred million dollars, leaving a residue 
of two hundred million to be made up of new capital. There 
would be no more difficulty in this reorganization than there 
was in the change from State to National banks under the 
present law. The bank should be constituted the fiscal agent 
of the Government, whereby the sub-treasury would be super- 
seded, and its current balance of $ 140,000,000 be made a part 
of the active currency of the country, in the shape of specie, and 
paper money redeemable in specie. The bank should have the sole 
power of the issue of paper money, which should be secured by 
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pledge of Government stocks, and made redeemable on demand in 
gold and silver. The general organization of the institution should 
be such as experience justifies—approaching to that of the old 
Banks of the United States and the Bank of England, but sub- 
ject to such modifications as the circumstances of the time and 
the condition of our country may make expedient. This outline 
is enough to “set the ball in motion.” The duration of the char- 
ter of such an institution should not be less than fifty years. 
Of all absurdities of objection to a National bank of large capi- 
tal, none is more absurd than the common one, which is nothing 
but the slang of tradition, conveyed in the question, “ Where 
will you find .men fit to be trusted as directors of such an in- 
stitution ?” I answer by another question, “ Where will you find 
men worthy of the greater trust, of pewer over the liber- 
ties of the people?” Most imbecile must be a people~ that 
holds back from doing the right, on the ground that it has no 
citizens fit to be trusted with the powers necessary to the end! 
A more superficial pretext never entered the human brain. Have 
we not, in almost perpetual session, a legislative body whose 
business it is to make, modify, repeal, or otherwise take cog- 
nizance of every act and proceeding that enters into government ? 
Have we already come to the end of the great experiment of 
self-government ? 

I conclude this paper by throwing out one or two general 
propositions. (1) That the destiny of society on the continent 
of America is in the hands of each succeeding generation; (2) 
that it is God, and not man, who sets bounds to human empire ; 
and that the United States presents, at the present time, the 
greatest scene of life, and the grandest problems which are to 
be worked out by human. intellect; and (3) that God puts no 
duties on man for which He does not at the same time give 
the faculty of successful performance. 





HOW CAN WE RE-ESTABLISH A COIN BASIS? 


To the Editor of the Banker's Magazine: 

This question has been constantly agitated for the last ten years, 
without any real success in the solution of the problem. Much 
has been written and spoken on the subject, and many efforts 
have been made by our best financiers in each session of Con- 
gress, seemingly without having arrived at the solution. Most of 
the attempts at the resumption of specie payments have been based 
on the policy of a reduction in the legal-tender circulation, founded 
on the well-known business principle that the scarcity of a com- 
modity enhances its value. The theory is perfect, but its advo- 
cates have not sufficiently considered its practical workings. At 
the present time a large portion of our country is calling for an 
increase of currency, as was witnessed by the great efforts of 
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Western men in the last Congress. Representatives of every West- 
ern State are pouring into California, and the invariable complaint 
is of hard times—the scarcity of money. 


If such a state of affairs now exists, what may we expect 
should any decided action be taken in a reduction of the amount 
of currency? Such a course seems inexpedient, to me, for the ac- 
complishment of the desired end. We have another policy by 
which, possibly, the same result may be attained, without serious 
injury to the trade, and that is to increase the circulation of gold. 
If a reduction in the quantity of a commodity iucreases, an in- 
crease in the quantity will decrease its value, and as, for the 
reasons above given, I consider it inexpedient to reduce the vol- 
ume of currency to enhance its value, let us by some means 7z- 
crease the gold circulation to reduce its value. 


How are we to increase the gold circulation? The interest paid 
on Government Bonds held in foreign markets, and the gold pay- 
ments on imports, will continue in all probability to affect the 
amount of gold received for exports and the yield of our mines; 
consequently we must establish a 7epresentative value, issued by 
the Government and secured by its pledge. 


The Government could not issue a demand gold note, and meet 
its obligations; but is it not possible to issue “me gold notes, or 
certi ificates, to be used in retiring greenbacks, in the order in which 
they were issued,—to be made a legal tender in the same sense 
as are greenbacks, and the time for payment regulated, so that 
there may be no failure on the part of the Government in any 
contingency to redeem, should a redemption be demanded? It 
seems to me that, in consideration of the favor extended our 
present legal-tender circulation, purporting to be payable on de- 
mand, when really it is irredeemable, notes of this nature payable 
in gold, at a fixed date, would certainly meet with more favor, 
and that such an issue would, beyond doubt, materially reduce the 
premium on gold. 


If necessary, each series of these notes could be made payable 
at dates remote from each other series. After the first issue is set 
afloat, subsequent issues, though redeemable at later dates, would 
meet with as great favor. Maturing bonds could be paid off with 
these notes as a compromise of dissensions in regard to the intent 
of the law, without complaint on the part of the holder. In the 
time allowed for the maturing of the first issue of them, the Gov- 
ernment will have ample opportunity to provide for their redemp- 
tion. 

The first great step, in my judgment, will be to discontinue the 
present policy of speculation in the sale of gold, by which course 
the Government not only recognizes the premium, but encourages 
the maintaining of a premium in the value of gold over cur- 
rency. As the time arrives for redeeming the first series of these 
notes, if there is an insufficiency of coin in the Treasury, a 
temporary loan can be made to meet the demand. It can 
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safely be asserted, that after the obligation of redemption has 
actually been fulfilled, the value of the notes will be forever 
established. Afterward, as the gold flows into the Treasury, in 
the course of exchange, it can be applied to the repayment 
of the loan. 

I do not think that such a contingency will arise, for the rea- 
son that after the notes have once gained the confidence of the 
public, they will be circulated at par with gold; and the time for 
redemption, notwithstanding the day fixed, will be at the option of 
the Government. I will say nothing of their convenience over 
gold, as that is amply illustrated by the popularity of the gold 
notes of California. They will gradually supplant greenbacks in 
the National Bank reserves until the National Bank-notes will be 
at par with them, and our circulating medium will be as much 
of a value with gold as are the notes of the Bank of England. 

: A CALIFORNIA BANKER. 


STATE BANKS AMENABLE TO FULL USURY 
PENALTIES. 


DECISION OF THE NEW YorK Court oF APPEALS. 


It is a remarkable illustration of the profound antagonism 


which exists between usury laws and the spirit and requirements 
of modern commerce, that wherever such laws have been enacted 
in any commercial country they are always evaded to a greater 
extent than any legislative regulations can safely be in a well- 
ordered State. One aspect of this principle is conspicuously brought 
to view in the decision of the Court of Appeals which is reported 
below. The case was Farmers’ Bank of Fayetteville v. Hale et 
al. The bank is an Association organized under the general 
banking law of the State of New York. This bank took eight 
per cent. interest on a note, and the question was, whether this 
usurious act rendered the note absolutely void, or simply wrought 
a forfeiture of the interest. Judge Hardin, who delivered the 
opinion at General Term, decided that under the new Usury 
Amendment Law of 1870, State banks were exempted from the 
heavier penalties of the old usury law, and were liable to for- 
feiture of interest only in cases of usury. This decision has just 
been reversed by the Court of Appeals. The opinion of the Court 
was delivered by Chief Justice Church, and is as follows: 


OPINION OF THEs¢ COURT. 


The question is, whether, since the decision of this Court that National banks 
in this State were subject to the usury laws of the State, and that the provi- 
sions of the National Bank Act limiting forfeiture for taking usury applied only 
to banks located in States and Territories where no usury laws existed, the 
Act of the Legislature (chap. 163, laws of 1870) is operative to limit the for- 
feiture for taking usury by the State banks organized under the general bank- 
ing laws of this State, to the interest only. It is claimed that this act, in 
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effect, has repealed the usury laws of the State as to State banks, and confer- 
red upon them the exclusive privilege of taking usury at the risk only of a 
forfeiture of interest, which, as a preventive, is of no practical benefit. It is 
quite true that the Legislature possesses this power, and if a fair and reason- 
able construction of the act leads to this result, we have no alternative but to 
so adjudge; but if the provisions of the act are capable of a diffeyent construc- 
tion, consistently with legal principles, all will agree that such construction 
should be adopted. The circumstances are somewhat peculiar, but, applying 
the analogies of the law and established principles, we must determine the true 


meaning of the act. i 


It may be conceded that the first section of the act, standing alone, would 
supersede the usury laws and operate as a repeal, by implication, so far as 
applicable to banking associations. But the claim that this section is in force 
underrates the effect of and misconstrues the second section of the act, which 
is, “It is hereby declared that the true intent and meaning of this act is to 
place the banking associations organized and doing business as aforesaid on an 
equality in the particulars in this act referred to, with the National banks or- 
ganized under the Act of Congress.”? The cardinal rule for the construction 
of legislative acts is to ascertain the intent of the Legislature. When that is 
determined the language must yield to that intent. We are not left to con- 
jecture as to the intent in this case. It is expressly declared, and is part of 
So cd itself, and to carry out that intent all other parts of the act must 
yield. . 


The declared intent is, that, notwithstanding the language of the first section, 
this act shall only have the effect of giving the State banks the. same rights 
and privileges, and making them subject to the same forfeitures in respect to 
taking usury, as the National banks have under the Act of Congress. If this 
had been the language no question could have been made. The rights and 
liabilities of National banks under the Federal act would have been the meas- 
ure of the rights of State banks. The language employed in the second sec- 
tion, while it might have been more‘expressive, has the same meaning. It 
declares the intent and meaning to be to place State banks on an equality with 
National banks under the National act. 


Equality means the same rights and privileges and the same forfeitures, and 
it means nothing else. If this expressed meaning is to prevail, the State banks 
can have no other or different rights, nor be subject to any other or different 
forfeitures than National banks. It follows that if National banks were, not- 
withstanding the National act, subject to the usury laws of the State, the State 
banks were also, or else the declared meaning of equality is nugatory. It is 
said that this renders the statute inoperative, and that this result must be 
avoided. This is a plausible, but not a valid or sound position. There is 
nothing in the Constitution nor in any legal principle to prevent the Legisla- 
ture from passing an act with provisions which render it inoperative. When 
different constructions may be put upon an act, one of which will accomplish 
the purpose of the Legislature, and the other render the act nugatory, the for- 
mer should be adopted; but when the provisions of an act are such that to 
make it operative would violate the declared meaning of the Legislature, 
courts should be astute in construing it as inoperative. We may consider the 
circumstances existing at the time. We may take notice of the fact that the 
National banks of this State acted upon a construction of the Act of Congress 
which applied its provisions to them, and it is not too much to assert that 
such was the general understanding, and it does no harm to admit that such 
was the understanding of the Legislature. These facts doubtless induced the 
passage of the act, but the language employed shows that the Legislature in- 
tended to guard against a mistaken construction. 


If the act had declared that the Act of Congress, having limited forfeitures 
for usury taken by National banks to the interest only, and that it was there- 
fore enacted that forfeitures for usury taken by State banks should be also 
limited to interest only, this would have been an enactment by the Legislature 
of the provisions of the Federal act as construed by it, and although the con- 
struction would have been a mistaken one, the act would have been valid and 
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operative. This was not the form adopted. The Legislature, instead of en- 
acting their construction of the National act, qualified it by hereby placing the 
State banks upon an equality with the National banks, and in doing so they 
expressly negatived the intent to give the State banks superior privileges in 
respect to forfeitures for taking usury, as the Federal act has been adjudged 
not to apply to National banks located in this State. The Court, in holding 
the Act of 1876 inoperative, are but carrying’out the express provisions of the 
act itself and the declared intentions of the Legislature, and although the cir- 
cumstances are exceptional, yet it is in conformity to established rules. 


The suggestion of the learned Judge, in the opinion at General Term, that 
inasthuch as the act does not specify equality with the National banks of the 
State, it would be justifiable, in order to ee the act operative, to infer that 
the Legislature intended to declare the equality of State banks with National 
banks in the States and Territories where usury-laws do not exist, illustrates 
the dangerous and erroneous character of the position that any possible con- 
struction should be adopted to make the act operative in a case where it is 
evident that to do so would violate the intent of the Legislature. Such a con- 
struction would convict the Legislature of an intent to give State banks a mo- 
nopoly in taking usury, and of doing it by a device unworthy of a legislative 
body. To avoid such a conclusion (which would be unjust in fact), we should 
adopt any construction justified by the language. It is also said that the sec- 
ond section should be regarded as a saving clause or a proviso, and that, it 
repugnant to the purview of the act, it is void. There is a distinction between 
the effect of a repugnant saving clause and a repugnant proviso. Whether any 
sound reason exists for the distinction or not it seems to be recognized as a 
settled rule. A saving clause is only an exception of a special thing out of 
the general things mentioned in the statute, and, if repugnant to the purview, 
is void. (Potter’s Dwaris, 117.) The office of a proviso is more extensive. 
It is used to qualify or restrain the general provisions of an act, or to exclude 
any possible ground of interpretation as extending to cases not intended b 
the Legislature to be brought within its purview (ib. 118, note and cases cited, 
1 Kent Com. 463, note a), and if repugnant to the purview it is not void, but 
stands as the last expression of the Legislature. (ib. 23 Maine, 360.) If, 
therefore, technical rules are applied, and the second section is regarded as a 
proviso, it must stand and control the previous provisions. If a proviso had 
been inserted in form at the end of the first section, declaring in terms that 
the act should not be operative beyond placing State banks upon an equality 
with National banks under the Federal act, it would have been a valid restraint 
upon the other provisions, according to the strictest rules of construction. 
This is the fair import of the second section. It declares the meaning of 
the act to be equality, and equality can only be attained by declaring the 
att inoperative in consequence of the adjudged inapplicability of the provi- 
sions of the Act of Congress limiting forfeitures to National banks located in 
this State. 


The second section is quite as effective as if in form of a proviso. In fact 
it is an independent portion of the statute, and must have its legitimate force 
and effect. To avoid these views, it is said the second section was intended 
only to declare the reason for passing the first section. This is as untenable 
as the other ground taken in favor of the extraordinary construction claimed. 
The language does not justify it. Instead of employing words expressive sim- 
ply of a reason for passing the first section, which might be appropriate in a 
preamble. reciting the occasion for the act, it declares in effect that the act 
shall be construed to mean and produce equality, and this is as binding as any 
other part; indeed it controls, restrains and qualifies the other parts. It is a 
binding, operative provision, and in no just way can it be diluted into a mere 
reason for passing the first section. It is also urged that the act may have 
beguiled the banks into the practice of taking usury, and that therefore it 
would be unjust to hold it inoperative. This argument is entitled to no 
weight. Up to the time of the decision of The National Bank.of Whitehall 
vs. Lamb, the State banks and the National banks were upon an equality in 
this respect. They both doubtless supposed that usury might be exacted with 
impunity. After that decision there could be no delusion on the subject, nor 
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was there any. Every layman would understand the meaning of the act by its 
plain language, and every banker knows the difference between equality and 
monopoly, and that if the National banks were still subject to the usury laws, 
the State banks were also, and it is believed that this view was generally 
adopted, but if not, those who have violated the law must suffer the conse- 
quences. In substance we are asked to declare inequality between National 
and State banks, in respect to taking usury, in the face of the legislative man- 
date declaring equality, and this we have no right to do. It is certain that 
the Legislature did not contemplate such a result, and I am confident that 
neither the language of the act nor any principle of law will justify it. I am 
in favor of a reversal of the judgment. 


In this decision Justices Allen, Folger and Rapallo concurred, 
while Justices Johnson,- Grover and Andrews dissented. An elab- 
orate opinion was delivered by Mr. Justice Johnson, in which he 
argues with great ability that the intention of the Legislature was 
to exempt State banks from all usury penalties except the forfeit- 
ure of interest. Judge Allen also read an opinion in support of 
the decision of the Court, which is, that the intention of the 
Legislature was to put the State banks on the same level with 
the National banks with regard to usury penalties. This is now 
the law in the State of New York, as is explained on a previous 
page of this issue. 


INSURANCE TAXATION.—“ If there is,” says Mr. David A. Wells, in a paper 
lately read in this city, “a department of social science labor in which laborers 
are more needed, and in which greater results are attainable, than in the de- 
partment of study and inquiry as to the best methods by which private 
property can be taken by the State for public uses, I have been unable to dis- 
cover it.” It is a fact, we suppose, tolerably well understood, that in no at- 
tempts to solve this inquiry have less satisfactory results been attained than 
when those attempts have been turned toward taxation of insurance. The 
ordinary course taken is a taxation of the entire receipts of a company. In 
many States these are taxed two or three times, as when the State levies a 
tax on the whole, and then allows the several municipalities to add their local 
burdens for the support of fire departments, or charitable institutions, or medi- 
cal colieges, or insane asylums. Latterly, the State of Maine undertook the 
business and went so far on the road to equity as to exempt from taxation 
the losses of the insurer, but still insisting upon taxing its expenses. As was 
very shrewdly remarked by a member of the Legislature, if they had gone so 
far in equity as to exempt expenses, there would have been nothing left to tax; 
an admission that, if justice had been consulted instead of the necessities of 
revenue, no tax would have been laid at all. And this is doubtless where the 
pursuit of economic truth would lead all our legislators. Insurance is itself a 
tax, and every agent is a tax-gatherer. Every dollar paid for the expenses of 
Government is a dollar lost, and every man who lives from its collection and 
disbursement is living at the expense of the industry of the country, as every 
dollar lost by fire and the money value of every life that fails is absolutely 
lost beyond recall. As we gather from all our industries the taxes whiclr, 
support Government, so we gather from all property the means to equalize the 
losses by fire and death. What should we think of the wisdom of a State 
which should lay a tax upon*the money collected for taxes by its town and 
county treasurers, and imagine that thereby it was lightening its own burdens ? 
And what shall we think of the wisdom of a community that, having paid the 
tax upon its houses and lives which is necessary to protect them, thinks to 
save money or gain it by taxing that tax while in the hands of the agents or 
companies which are to distribute it ? 





INQUIRIES OF CORRESPONDENTS. 


INQUIRIES OF CORRESPONDENTS, 


ADDRESSED TO THE EDITOR OF THE BANKER’S MAGAZINE. 


I. CERTIFICATES OF DEposir AND Post NOTES. 


WISCONSIN, Nov., 1874. 

I have read with much interest your article, in your November issue, 
‘entitled “The Banks and the Comptroller of the Currency,” and fully agree 
with your conclusions as to time drafts and certificates payable at a certain 
fixed date in the future, being “post notes,’ and a consequent violation of 
the 23d section of the National Currency Act. Will you please inform me 
whether, in your opinion, a deposit receipt bearing interest and payable at a 
fixed date in the future, but not negotiable (the words “or order” or “or 
bearer” being omitted), and hence not a circulating note, cannot be used and 
issued by a National bank without violating the letter or the spirit of the Na- 
tional Currency law? Your opinion on this point will much oblige me and 
doubtless be of interest to many other bankers. I inclose a certificate worded 
as above mentioned. Can it be called a “post note?” 


REpPLY.—A certificate of deposit payable to the depositor himself “in three 
months from date” seems to us to bring it within the category of ‘ post notes,’” 
under the 23d Sec. of National Banking Act. 

The point is: Does the depositor surrender for the time specified in the 
contract, his control over the money deposited? This he clearly appears to 
do, and such surrender decides the status of the document as a “ post note.” 
If the conditions were “payable to himself [or order] with interest at 5 per 
cent. per annum if left for three months, otherwise no interest,’’ the case would 
be entirely different. No violation of Sec. 23 would then occur. 


II. THE PROTEST OF DUPLICATE CHECKS. 


TEXAS, 1874. 

Please inform us if it is usual to protest duplicate drafts when the originals: 
have already been paid; and if so, is it right for a notary public to send us 
such notice without giving any reason for non-payment? We were notified by 
a notary public that our draft had been protested for non-payment, and in con- 
sequence we went to some expense in telegraphing our New York correspond- 
ent to know the cause, when we were informed that it was a duplicate which 
had been Protested, the original having been paid. The bank that ordered 
protest and the notary public each refused to refund our expense. Is there 
no recourse ? 

Repty.—The protest of a duplicate draft, when payment is refused on ac- 
count of the original being already paid, is just as. much a necessity in order 
to hold an endorser, as it would be under any other reason for non-pay- 
ment. Common courtesy would seem to demand that the notary mention 
such a reason in his notice of protest. But we doubt whether any of the 
hurried notaries of this city would take time and trouble to add any words 
not absolutely needed for a legal form. You have apparently no recourse 
for the loss and annoyance to which you have been subjected. The issu- 
ng of duplicate drafts is always attended with risk of annoyance and trouble, 
and banks, with good reason, dislike to have such checks drawn on them. 
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III. Is ENDORSEMENT OF PAYEE ALWAys ESSENTIAL? 
Iowa, 1874. 

Please to inform me if, in your opinion, a check drawn on a bank to (say) 
John Jones or order must necessarily be endorsed by John Jones in case the 
money is paid direct to him. I claim it is, while our President claims not, as 
the absence of endorsement shows the money to be paid to the payee. 

Repty.—If a check payable to John Jones be paid to himself personally, it 
is a good voucher in the hands of the bank against the drawer’s account. 
But in case of any dispute as to its having been properly paid, the burden of 
proof falls upon the bank to show that it was actually paid to Jones. If the 
bank can so prove without the endorsement of payee, the transaction is secure. 
Custom and common sense require the endorsement, as showing the transac- 
tion in the simplest way, because proof without it must often be very difficult, 
The testimony of a witness would be equally conclusive if to be had. 


IV. ACCEPTANCE ON THE BACK OF A DRAFT. 
Foxpure, PA., 1874. 


Would you consider the enclosed draft (which is accepted on its back) pro- 
perly accepted by the drawee? Is there any law that prescribes where the 
name shall be written in order to make the acceptance valid? The evident 
intention is to accept the draft, but would the proof of intention hold the firm 
in case they should put in a defense? How would it be in the hands of a 
third party ? 

RepLty.—The acceptance of a draft by signature of drawee on the back of 
the paper is valid. The law does not limit the place on. draft where the ac- 
ceptance must be written. 

The zztention of a contract is everything. Its proof is supposed to be the 
written document. “Being a valid contract, it is good, when duly transferred 


by endorsement, in the hands of a third party. 


V. BILLs oF LADING As SECURITY. 
MoBILE, November, 1874. 

Does a bill of lading consigned to drawee accompanying a sight draft cover 
the property after acceptance of draft? 

If a draft payable at sight (where grace is allowed by statute) accom- 
panied by bill of lading consigned to drawee is accepted, should the bill 
of lading be held for maturity of draft or surrendered upon acceptance, no 
instructions to deliver bill of lading being received ? 

Can I protest the draft where the drawee refuses to accept, unless bills 
of lading are surrendered ? 

Repty.—A bill of lading, as ordinarily drawn, is simply that assurance of 
shipment to a consignee which justifies him in accepting the draft based on 
it. It is not a negotiable document, nor is it a good security unless the 
property be shipped to the order of the purchaser of the draft. If drawn 
to the order of the shipper and by him endorsed to the holder, it will carry 
a good title to a bona fide purchaser; but in the event of stoppage by the 
shipper of the goods in transitu, or their attachment by another creditor,- 
much trouble and delay may ensue. 

Instructions as to surrender of bill of lading should always accompany the 
draft, and in their absence, the bank receiving them cannot surrender the bill 
of lading on acceptance of draft without assuming risk. In case of non-accept- 
ance protest follows just as if there were no bill of lading in the question. 
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THE SENATE FINANCE BILL. 


As this new financial measure is of so great practical importance, and as it 
will be a topic of genera! discussion in banking circles, we give below 
the full text of the bill as passed by the Senate on the 22d December. Its 
professed object is to provide for the resumption of specie payments. 


THE SENATE FINANCE BILL. 


Be it enacted, &c., That the Secretary of the Treasury is hereby authorized 
and required, as rapidly as practicable, to cause to be coined at the mints of 
the United States, silver coins of denominations of ten, twenty-five and fifty 
cents, of standard value, and to issue them in redemption of an equal number 
and amount of fractional currency of similar denomination; or, at his discre- 
tion, he may issue such silver coins through the Mints, Sub-Treasuries, public 
depositories, and Post-Offices of the United States, and upon such issue he is 
hereby authorized and required to redeem an equal amount of such fractional 
currency, until the whole amount of currency outstanding shall be redeemed. 

SECTION 2. That so much of section 3,524 of the Revised Statutes of the 
United States as provides for a charge of one-fifth of one per centum for con- 
verting standard gold bullion into coin is hereby repealed, and hereafter no 
charge shall be made for that service. 

SECTION 3. That section 5,777 of the Revised Statutes of the United States, 
limiting the aggregate amount of the circulating notes of National banking asso- 
ciations be and is hereby repealed, and each existing banking association may 
increase its circulating notes in accordance with the existing law, without respect 
to said aggregate limit, and new banking associations may be organized in 
accordance with the existing law, without respect to said aggregate limit; and the 
provisions of the law for the withdrawal and redistribution of National currency 
among the several States and Territories are hereby repealed ; and whenever and 
so often as circulating notes shall be issued to any such banking association, so 
increasing its capital or circulating notes, or so newly organized as aforesaid, it 
shall be the duty of the Secretary of the Treasury to redeem the legal-tender 
United States notes in excess only of $300,000,000, to the amount of eighty per 
centum of the sum of National bank-notes so issued to any such banking associa- 
tion as aforesaid, and to continue such redemption as such circulating notes are 
issued until there shall be outstanding the sum of $300,000,000 of such legal-tender 


United States notes, and no more. And on and after the Ist day of January, A. 
D. 1879, the Secretary of the Treasury shali redeem in coin the United States 
legal-tender notes then outstanding, on their presentation for redemption at the 
office of the Assistant Treasurer of the United States, in the City of New York, in 
sums of not less than $50. And to enable the Secretary of the Treasury to prepare 
and provide for the redemption in this act authorized or required, he is authorized 
to use any surplus revenues from time to time in the Treasury not otherwise appro- 
priated, and to issue, sell, and dispose of, at not less than par in coin, either of the 
description of bonds of the United States described in the act of Congress approved 
July 14, 1870, entitled “ An act to authorize the refunding of the National debt,’ 
with like qualities, privileges, and exemptions, to the extent necessary to carry this 
act into effect, and to use the proceeds thereof for the purposes aforesaid. 

And all provisions of law inconsistent with the provisions of this act are hereby 
repealed. 

36 
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PUBLIC DEBT. 


PUBLIC DEBT OF THE UNITED STATES. 
Recapitulation of the Official Statements (cents omitted). 


DEBT BEARING INTEREST IN COIN. 
Nov. 1,1874. Dec. 1, 1874. 
$ 1,182,183,250  .. $1,167,274,700 
538,525,200 .. 552,525,200 
$ 1,720,708,450 .. $ 1,719,799,900 


DEBT BEARING INTEREST IN LAWFUL MONEY. 
Certificates indebtedness at 4 per cent.... $678,000 


Bonds at“six per cent 
Bonds at, five per cent 


$ 678,000 


Navy pension fund at 3 per cent 14,000,000 


$ 14,678,000 


Debt on which interest has ceased 20,748,960 


DEBT BEARING NO INTEREST. 


Old demand and legal-tender notes......- $382,075,267 
Certificates of deposit 52,525,000 
Fractional currency 48,151,024 
Coin certificates 22,070,400 


$ 504,821,692 

$ 2,260,95 7,102 
37,115,670 

$ 2,298,072,773 


CASH IN THE TREASURY. 


$ 90,089,241 
16,396,770 


Total debt 
Interest 


Total debt, principal and interest 


Currency 
Special deposit held for redemption of cer- 
tificates of deposit, as provided by law . 52,525,000 


$ 159,011,011 


Debt, less cash in the Treasury, Nov. 1,’74 $ 2,139,061,761 
Debt, less cash“ ne Dec. 1,’74 


$681,434 


Decrease of debt during the past month.. 
4,026,499 


Decrease of debt since June 30, 1874..-.. 


14,000,000 


$ 14,678,000 


$ 382,075,267 
47,120,000 


47,385,698 
23,045,400 


$ 499,626,365 


$ 2,252,550,296 
33,251,111 


. $ 2,285,801,407 


$ 83,043,762 
10,699,311 


47,120,000 


$ 146,863,073 


$ 2,138,938,334 


$ 123,427 
4,149,907 


Bonps IssuED TO THE PACIFIC RAILWAY COMPANIES, INTEREST PAYABLE 


IN LAWFUL MONEY. 


Principal outstanding $ 64,623,512 
Interest accrued and not yet paid 
Interest paid by the United States 


Interest repaid by transportation of mails, &c. 


Balance of interest paid by the U.S.. $18,828,143 


$ 1,615,587 
24,325,396 
5,510,044 


$ 18,815,352 
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BANKING AND FINANCIAL ITEMS. ’ 


NEw YorkK.—The annual meeting of the Bank Clerks’ Mutual Benefit Associa- 
tion was held at No. 2 Pine st., November 24th. The active membership num- 
bers 1,018, representing 142 banks. There have been eight deaths during the 
year, and the amount paid as benefit in cases of death, including two which 
occurred last year, is Scngun, Mr. Ritter, Assistant Manager of the New 
York Clearing-House, moved that the Board of Managers be authorized to 
advise the establishment by voluntary contribution of two funds of $1,000 
each, one for non-forfeiture, to relieve those members who may be thrown out 
of employment and unable to pay their dues, and the other to lay out a plot 
of ground, 64 by 1oo feet, presented to the Association by the Cypress Hills 
Cemetery Association. The motion was unanimously carried. 


THE EIGHTH NATIONAL BANK.—In the U. S. District Court, before Judge 
Blatchford, November 23d, the action of Albon P. Man, Receiver of the Eighth 
National Bank of New York, against Dr. G. W. Cheeseman, to recover the 
amount of the assessment made by the Receiver on the stock alleged to be 
held by the defendant, was tried. This is one of a series of suits brought by 
Mr. Man against the stockholilers. The defense cl.imed that Dr. Cheeseman 
was not a stockholder, he having transferred his stock to the bank. The Re- 
ceiver contends that a National bank cannot buy in its own stock, and that 
even if it could, the transfer in this case is irregular, it having been made in 
blank. Judge Blatchford sustained this position, and directed the jury to find 
a verdict for plaintiff, which they did. The case will be appealed. 

, A communication to the 77idune points out the features of this suit as 
‘ollows : 

The case against Dr. Cheeseman was a peculiar one. He became an original 
subscriber in 1865 for 50 shares of stock in the Eighth National Bank. In May, 
1867, at a time when the bank was in excellent credit, having a considerable 
surplus, and when its stock stood at par in the market, he determined to part 
with his 50 shares. He accidentally mentioned his purpose to the cashier of 
the bank, 2nd that officer volunteered to dispose of them for him. Shortly af- 
ter he informed Dr. Cheeseman that he had found a purchaser, and directed 
him to transfer the certificates by signing the ordinary power of attorney on 
them in blank. Dr. Cheeseman did so, and gave the certificates to the cashier, 
who credited his account with the par value of the stocks. The cashier was 
the proper transfer officer of the bank, and Dr. Cheeseman foliowed his direc- 
tions as to the manner of transfer. He heard no more of the matter until 
December, 1871, after the failure of the bank, when he was informed by the 
Receiver that his name stood upon the shareholders’ list, and that he was 
liable for his proportionate share of the bank’s indebtedness. This suit was 
brought to enforce that liability. Upon the trial it was shown that this stock 
was actually purchased by the bank. The shares remained in possession of 
the bank, which collected all subsequent dividends upon them, and after its 
failure the shares were turned over to the Receiver with the other assets. 
Upon these facts Judge Blatchford held that Dr. Cheeseman was liable for the 
assessment of 54 per cent. ordered by the Compiroller, although he had 
parted with the shares four years before, on the ground that in order to es- 
cape liability a shareholder must see that his stock is transferred upon the 
books of the bank to some person capable of succeeding to his obligations, 
and that the bank was not such a person, being prohibited by law from pur- 
chasing its own stock. It follows from this that the ordinary method of 
transfer by signing the blank power of attorney will not protect the share- 
holder, and that in all cases of sales of such bank stock he remains liable 
until the transfer is made on the bank’s books to his successor. It is impor- 
tant, therefore, for those who have heretofore made such transfers, that they 
should at once see them thus perfected. 
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The measure of liability also is very severe. Two points were made by Dr. 
Cheeseman’s counsel, as follows: First, that the liability was only for the de- 
ficiency, and could not be enforced until all the assets of the bank had been 
converted and applied by the Receiver to the payment of the debts; and, sec- 
ond, that the shareholders liable for the deficiency are entitled to notice, and 
to some opportunity of ascertaining what the deficiency may be which they are 
called upon to make up. Both these points were overruled, the Court holding 
that the shareholder was absolutely bound by the action of the Comptroller in 
making the assessment, and that when such assessment had once been made 
the shareholder could interpose no defense against it. Thus shareholders are 
cut off from any examination of the accounts of the Receiver or of the debts 
allowed against the bank. 


Henry CLews & Co.—In the United States District Court, December Ist, 
Henry Clews & Co., having failed to answer in the bankrupt proceedings, 
were adjudicated bankrupt on the petition of Arthur Cooper, trustee of their 
London firm, and fifteen creditors in this country, who state that they represent 
one-quarter in number and a third in amount of all the creditors. 


ALABAMA.—The State debt of Alabama amounted at the latest official re- 
turn, to $10,452,593, in addition to which the State has at various times in- 
dorsed for railroad companies $15,051,000, a large part of which has been 
canceled. 

The State Senate has passed a bill authorizing the Governor to appoint two 
Commissioners, citizens of Alabama, who, with the Governor, shall constitute 
a Boa d of Commissioners to.take charge of and ascertain, liquidate and adjust 
the subsisting legal liabilities of the State on bonds, straight and endorsed, 
and coupons thereon, in such manner as the interests of the State may re- 
quire, and by negotiations to provide for the payment of such amount of said 
legal liabilities as may be arranged for, under the powers conferred by the bill, 
and the interest that may be agreed to be paid on the principal so negotiated, 
in such manner and at such times as to them may seem advisable. 


ARKANSAS.—Messrs. Stoddard Brothers & Co., Bankers, Little Rock, sus- 
pended on December 16th. Their assets are stated to be in excess of liabilities. 
The State had $26,000 in currency and $32,000 in State scrip in the bank at 
the time of suspension. An order was therefore issued from the Chancery 
Court appointing a Receiver to take charge of the bank and the property 
belonging to the firm. 


CALIFORNIA.—We are indebted to the courtesy of Comptroller KNox for the 
subjoined letter, which was too late for incorporation in his annuai report. It 
is a reply to one from Mr. Knox, dated October 26, 1874, requesting statistics 
of all State banks, saving fund banks or institutions, trust and loan companies 
of California: 


SACRAMENTO, Cal., Nov. 21, 1874. 
Hon. John Jay Knox, Comptroller of the Currency, Washington: 


Dear Sir: Your communication bearing date of Oct. 26, 1874, addressed to 
his Excellency Gov. Booth, has been handed me with a request that I forward 
all the information obtainable. 

Banking companies in this State are organized under general incorporation 
jaws, and are not required to make reports of any kind to this or any other 
office. ; 

The savings and loan societies throughout the State have found it necessary 
to publish statements of their condition, to retain the confidence of the public 
in their solvency. 

The semi-annual statements of twenty savings and loan societies, for six 
months ending June 30, 1874, show the number of depositors to be 77,517. 


Amount of deposits... .... 2... 2.222022. e eee ee ee ee oe = $62,737,875 
Loans and investments........ 2.222. --eeee ee ee eeee eee 63,080,29 

POOR PAMNON 5 55 55. cn ccmcccdciccaansoatasosanstensaaaes, » anne 

COE CRNNNER 3 a5 Fo onc occscmn:cecscaca'ssun esnnsnememe™ 271,436 
Reserve fund (including capital) -.....-.----.----------- — 4.340,643 
eS IE ES Oa EN a 
Amount of dividends... ..........-.ccccsceccccccsccccsce 2,098,223 
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I have had occasion to make an estimate of the capital stock and deposits: 
employed in commercial banks and private banking houses throughout the 
State, and have found it impossible to arrive at anything but an a 
estimate. The commercial journals usually estimate the capital stock of banks. 
in San Francisco at $20,000,000; deposits with banks in Sam Francisco at 
pr and capital stock and deposits of banks in the interior at 

5,000,000. In making these estimates they give the capital stock and de- 
posits of the Bank of California at $14,000,000 (the capital stock being 

5,000,000), and” credit the other $15,600,000 of capital stock with only 

11,000,000 of deposits. 

I think the following figures are under, rather than above, the true amount: 


Capital stock and deposits in commercial banks of San Francisco. .$ 43,000,000 
Capital stock and deposits in commercial banks in the interior .... 5,000,000 
Deposits with savings and loan societies................--------- 62,737,875 
Reserve and capital with savings and loan societies -.......-.---- 4,340,643 


WOON so ss sS5 secre aSicenerin twice cdcelad ccsnda sand ED 
This estimate is exclusive of National Banks. 


Respectfully, JaMEs J. GREEN, 
Comptroller of the State. 


INVESTMENTS IN WESTERN MUNICIPAL BonDs.—The Chicago 77ibuse warns. 
Eastern investors that they cannot rely upon the constitutional provision limit- 
ing the creation of municipal debts of all kinds and for all purposes to 5 per 
cent. of the assessed value of the taxable property in each municipality of Illi- 
nois, and offers the following explanation: 

‘Thus, a county issued bonds to the full amount of 5 per cent. of the assessed 
value of the taxable property in all of its eighteen townships, and then each 
township issues its bonds to the amount of 5 per cent. of the taxable property 
within its limits; in this way the debt-creating power is pushed to the extent 
of 10 per cent. of the value of the taxables. This power is still further exer- 
cised by cities existing within a “township,” and by “school districts,” which 
are a still smaller political division, and thus bonds are issued, or may be is- 
sued, to the extent of 15 or even 20 per cent. of the valuation relied upon to 
pay the same. 

“The mania for issuing bonds is as strong as ever; and, under the general 
idea that municipal indebtedness in Illinois cannot exceed five per cent. of the 
value of the property responsible therefor, these bonds are purchased in good 
faith by persons in remote parts of the country, who in time will awake to the 
fact that their investment is not what they thought it was. The municipal 
debts of this State now roll up nearly, if not quite, forty-five millions of dol- 
lars, and unless the creation of these debts be arrested, the people of the 
State will be overwhelmed with taxes, and the securities in the hands of the 
investors will largely pass into the list pf doubtful assets.” 


MICHIGAN.—The Supreme Court of this State has recently decided that the 
railroad-aid bonds issued by townships to railroads were invalid, the law under 
which they were granted being unconstitutional. -As the bonds began to ma- 
ture, holders began to demand their money. Non-residents had the advantage 
of a recent decision of the United States Supreme Court, which declared such 
bonds valid, and therefore sued upon them in the United States Court in De- 
troit. So far, judgments have been given against eighteen cities and townships, 
to the aggregate amount of $244,964. Suits are still pending against seven 
townships. 


MIssIssIPPI.—The telegraph reports that the Tishomingo Savings Bank 
at Corinth was robbed in broad daylight, on December 7th. Four men rode 
up to the bank, two entered and locked the door, two kept guard outside. 
The two inside demanded the safe keys, which President Taylor refused, where- 
upon they attacked him with knives. They took $15,000 to $20,000 in money, 
$5,000 or $10,000 in bonds, one dozen gold watches, and $3,000 worth of 
diamonds. A colored man in the bank making a deposit was not permitted to 
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leave until the robbers retired. They were’in the bank fifteen minutes. Those 
who observed the bank closed supposed that Mr. Taylor had gone to dinner. 
The bank is in an out-of-the-way place. The robbers fired several shots as 
they rode off at full speed, and at latest accounts had not been arrested. ' 


NorTH CAROLINA.—The Governor of this State reports the debt at the large 
total of $38,921,848, and says that the people can not ay the annual interest 
as it accrues, nearly ten millions of the above total being accumulations of 
back interest. 


NEw HAMPSHIRE.—In the matter of the Concord Savings Bank the Bank 
Commissioners have decided that go per cent. be paid the depositors on call, 
and the balance on the final adjustment. It is thought there will be no loss 
to the depositors. The Directors have voted to resume business at once. 


PENNSYLVANIA.—The debt of the Commonwealth on the 30th of November, 
the end of the fiscal year 1874, was $24,568,635. Of this amount $4,423,500 
bears 6 per cent. interest in gold and $ 19,326,000 6 per cent. interest in cur- 
rency. On $135,433 of this latter sum the interest has been stopped, while 

100,669 bears no interest. Of Chambersburg certificates there is outstanding 

83,032 96, and.of Agricultural College Land Scrip Fund of Pennsylvania there 
is : 500,000. The balance on hand in Revenue Fund is $217,243. 


BANK EXAMINERS are likely to find their emoluments curtailed, through 
a bill which Mr. Durham, of Kentucky has introduced in Congress, 
regulating for the future their charges. In order to show necessity for 
such legislation, he said that under the present system of mileage an 
examiner who lives in Louisville examined the Danville, Ky., bank 
and charged mileage from Washington City. The new bill fixes the 
pay of the examiner at $20 for banks with a capital of between — 
_and $150,000; $25 between $150,000 and $200,000; $30 between $200,000 
and $300,000; $35 between $ 300,000 and $400,000; $ 40 between $ 400,000 and 
$ 500,000; $50 between $500,000 and $600,000, and $75 for over $600,000— 
all to be paid by the banks examined. 


A FAITHFUL MESSENGER.—William Glynn, who since 1835 was the trus 
messenger of the Franklin Bank of Cincinnati, died in that city, on December 2d, 
at the age of 81 years. His punctuality, regularity and unfailing good humor 
were proverbial. Scarcely a day or night for forty years was he absent from 
the bank, and nothing ever failed of due performance that was intrusted to his 
care. 


PHILADELPHIA.— Zhe Citizens’ Bank.—The. Citizens’ Bank suspended payment 
on December 2d, and on the 3d the Board of Directors decided to have a Re- 
‘ceiver appointed and wind up its affairs. The savings department .was a sep- 
arate affair, and its deposits, which were only $8,000, are amply secured by 
collaterals. An investigation showed the good assets to amount to $191,547, 
and the liabilities to $207,561, which includes the capital stock. About $24,000 
are due the bank which can not be collected. The deficit is estimated at 
$ 16,000, which will be paid by the stockholders. 


PHILADELPHIA.—The sixth annual meeting of the Bank Clerks’ Beneficial 
‘Association, of Philadelphia, was held on December 8th, at No. 118 South 
Seventh street,-—President B. F. Dennison in the chair, G. A. H. Rose, Re- 
cording Secretary. - 

The annual report was read, showing the present membership to be 253. 
Amount received during the year, $3,430.95; .amount paid for deaths of four 
-members, $2,000; balance on hand, $5,091.02. Since the organization of the 
Association $8,000 has been paid.to the families of 16 deceased members. 

The President then addressed ‘the meéting. He said that he had attended 
the meeting of the Bank Clerks’ Association in‘ New York, at the Metropolitan 
‘Bank. There were present about two hundred and fifty members, out of a mem- 
‘bership of two thousand, from the banks of New York, Hoboken, and adjacent 
towns. Their permanent fund amounts’ ‘to‘about $60,000, the accumulation 
from loans made during the panic. The net gain of the New York Associa- 
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tion since its organization has been about $2,900, while in the Philadelphia 
Association, during the same period, the amount has been about $ 3,020. 

It was resolved that in case of the death of a member, $500 shall be given 
to his family as a funeral benefit. The election for officers was then reported 
as follows: President, B. F. Dennison. Vice-President, T. G. Boggs. ‘Treas- 
urer. R. E. Wright. Recording Secretary, G. A. H. Rose. Corresponding 
Secretary, J. S. Sparks. Directors, C. D. Howell, John C. Plish, Edward 
Wheeler, John C. Garland, L. Renshaw, W. T. Nelson, Samuel Spering, 
Gibbons Marsh, Joseph Roberts, Hartman Baker, Arthur Wells. 


Philadelphia.—The banking firms of Charles Emory & Co. and Freed & 
Kreamer have been dissolved, and consolidated into a new house under the 
style of Emory, FREED & Co., Mr. Charles Emory being its senior. 


STAMPS UPON BANK CHECKs.—Many bankers suppose that the law is 
complied with if the revenue stamp be affixed and canceled after payment 
or acceptance of a check. This is not the case, and the danger of such prac- 
tice is pointed out in the following circular issued at Boston by the Collector 
of Internal Revenue, Mr. Geo. H. Gordon: 


“Tt has come to the knowledge of this office that it is the custom of banks 
to accept and pay the checks of their depositors without the same being prop- 
erly stamped and canceled. It is claimed by the officers of the banks that, 
although they accept and pay them in this condition, they always thereafter. 
attach the stamp. The penalties for accepting, paying, or causing to be paid, 
any draft or order for the payment of money without the same being duly 
stamped and canceled, are fifty dollars for every such offense.” 


PERv has decided to construct a railroad from the port of Payta to Piuras, 
a distance of sixty-eight miles, The Bank of Peru is to advance $300,000, 
and the firm of Bryce, Grace & Co., of Callao, has received a deposit of 
4 200,000 in Peruvian bonds, and will at once advance the necessary funds for 
purchasing materials. 


A DANGEROUS BANK-NOTE.—It is probable that Burns vastly exaggerated 
the advantages of seeing ourselves as others see us. The vision is often 
amusing, but it is not always strictly veracious. Other people and other na- 
tions, though they may possess a gift of superior impartiality, sometimes lack 
the necessary information, and on such occasions the default is made up 
by the historic use of the imagination. It may be safely said, however, that 
our own view of ourselves is scarcely so diverting as that of foreigners. Eng- 
lish history, for example, to be really comic should be written by the /feuille- 
tonist of a Paris journal, and the essays of the late Gilbert a’Beckett in carica- 
ture-chronicle labored in vain by the side of the works of these humorous stu- 
dents of British manners and customs. It would be worth the while of some 
careful editor like Mr. Timbs to collect in a volume the many curious things 
that have been said of us by our French neighbors, and certainly they would 
well deserve the title of “things not generally known.” The latest contribu- 
tion to this interesting branch of literature relates a highly important fact with 
regard to the Duke of Richmond. It is said that among the possessions he 
inherited from the late Duke was found a bank-note for £50,000. This unique 
piece of paper money, of whose existence we have no doubt, was preserved 
with great caution, and by means which must have been a source of peril to 
friends and foes. We are informed that the late Duke caused the note to be 
deposited in a casket, and this casket was so fastened that any one who at- 
tempted to handle it at once received six pistol-shots. The ingenious casket, 
we are told, became a burdensome possession to the present Duke. His an- 
cestor had not transmitted to him the secret by which it might be opened 
with safety, and he was, therefore, not coud , timid in the examination of 
his treasure. Under these circumstances, we are not surprised to learn that 
he finally determined to deliver the casket and its contents to the Rank of 
England, and to permit the officers of that establishment to investigate the 
ingenuity of the terrible contrivance. The duties of property would even be 
in excess of its rights if every inheritance were “tied up” in this way.—Zon- 
don Globe. 





CHANGES OF PRESIDENT AND. CASHIER. 


CHANGES OF PRESIDENT AND CASHIER. 


(Monthly List; continued from December No., page 482.) 


DECEMBER, 1874. 


> Banks are requested to furnish prompt notice of any future changes. 


Name of Bank. Elected. In place of 
Southern Bank of Ala.,Mobile.ALA. F.E. Stollenwerck, Pres H. A. Schroeder. 
Pacific Bank, San Francisco, CAL... Ford H. Rogers, Cash. O. H. Bogart. 
Stock Growers’ Bank, Pueblo, CAL. Chas. B. Lamborn, Pres O. H. P. Baxter. 
First National Bank, Yankton, Dac. Jas. C. McVay, Pres.. L. D. Palmer. 


Marine Co., Chicago, ILLS. ........ G. M. Bogue, Sec..... S. S. Rogers. 
Security Savings Bank, Chicago. C. H. Baker, Pres O. E. Moore. 
Security Savings Bank, - Wn. H. Park, Cash... J. M. Terwilliger. 
State Savings Bank, a3 W. C. Harrington, Pres Enos Brown. 
First Nat. B., Mattoon, ILLs. C. G. Weymouth, Cash W. B. Dunlap. 
Washington N.B., Washington,IND. M. L. Brett, Pres...-.. F. W. Viehe. 
First Nat. Bank, Union City, “ J. S. Johnson, Pres... Edward Starbuck. 
First National B.nk, Columbus, “ James E. Mooney, Pres R. Griffith. 
Hartford City B., Hartford City, “ H.S. Bradley, Jr.,Cash E. T. Chaffee. 
People’s Savings Bk., Olathe, KAN. S. A. Christy, Pres.... W. A. Ocheltree. 
Wilson Co. Bank, Fredonia, “Joshua Hill, Pres.... Alex. Hunt. 

“4 « “Isaac Hudson, Cash... Joshua Hill. 
‘ies Co.S. _— Mission, “* Marion Cross, Cash.... C. W. Mitchell. 
Deposit Bank, Glasgow, Ky T. C. Dickinson, pe P. H. Leslie. 
First National Bank, Boston, MAss George B. Ford, Cask. H. A. Roberts. 


Bank of N. America, St. Louis, Mo. C. E. Caudee, Pres.... W. D. Griswold. 
“ D. J. Hynes, Cash.... John Williamson. 

Capital Bank, 5 Julius Klyman, Cash. . J. L. Bernecker. 
Lucas Bank, J. M. Franciscus, Pres. H. S. Turner. 
Bank of Holden, Holden, I. M. Smith, Cash.... John G. Cope. 
Chillicothe Sav. As., Chillicothe, “ J. T. Johnson, Cash... G. Bird. 
State Bank, Crete, NEB............C. H. Parmele, Pres... Thomas Doane. 

ta “ “" - S. Waugh, Cash H. S. Fuller. 
First N. B., Plattsmouth, A.W. McLaughlin, Cash John R. Clark. 
Niles Sav. Assoc., Niles, OHIO.... E. I. Moore, Cash.... James Ford. 
First Nat. Bank, Paterson, N. J... John Swinburne,Cash. E. T. Bill. 
Allegheny N.B., Pittsburgh, PENN... W. T. Dunn, Pres.... J. W. Cook. 
Fifth Ave. Bank, = = D. M. Armor, Pres... J. A. Kaercher. 
Odd Fellows S. B., “ Andrew Miller, Pres... H. Lambert. 
Shoe & Leather B., “ D. R. Davidson, Pres. G. H. Anderson. 
Keystone Bank, - Francis Sellers, Pres.. H. J. Lynch. 
First N. B., Conneautville, W. L. Robinson, Pres. A. L. Powers. 

o oe . J. C. Sturtevant, Cash. D. D. Williams. 
Exchange Bank, Franklin, . N. Craft, Cash P. McGough. 
U. S. B’k’g Co., Philadelphia, . R. Pearson, Cash.. Joseph H. Reynolds. 
Soudsburgh B., Soudsburgh, J. "Mackey, Cash. . —— H. Stroud. 
Watsontown B., Watsontown, De La Green, Cash.... R. B. Claxton, Jr. 
German Ex. B., Milwaukee, Wis... Guido Pfister, Pres.... M. Von Baumbach. 
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NEW BANKS, BANKERS AND SAVINGS BANKS. 


(Monthly List, continued from December Number, page 481.) 


t® Additions for this list are solicited from the subscribers to this work. 


Place and State. Name of Bank. N. Y. Correspondent. 
Jacksonville, ALA.... G. I. Twinley Donnell, Lawson & Co. 
Bakersfield, CAL Kern Valley Bank None. 

Red Bluff, - Bank of Tehama County.... J. & W. Seligman & Co. 
Lakeport, ae i gS eee rere None. 

San Francisco,“ . .. Grangers’ Bk. of California. 

South Pueblo, Cot... Bank of South Pueblo: 

Hartford, CONN J. B. Russell 


Washington, D. C.... Appleman & Co., Asbury G.. First National Bank. 
-- Metropolis Savings Bank... Gallatin National Bank. 


Milledgeville, Ga.. --- J. R. Compton 


Chebanse, ILL Robert Nation First National Bk., Chicago. 
Woodhull, Farmers’ Bank National Currency Bank. 
Oakland, “ ....-. Oakland National Bank.... Winslow, Lanier & Co. 
Waverly, . - Bank of Waverly ‘ Importers & Traders’ N. B. 
Decatur, Citizens’ Bank George Opdyke & Co. 
Lafayette, ---- German Savings Bank None. 

Terre Haute, -..- Terre Haute Savings Bank... None. 

Crown Point, . First National Bank First National Bank. 
Monticello, . First National Bank * 

Clermont, W. Larrabee C. B. Richards & Boas. 
Des Moines, “ .... Iowa Loan and Trust Co... Chemical National Bank. 
Parsons, KAN Parsons Savings Bank Donnell, Lawson & Co. 
Peabody, “ Kolloch & Chenault........ Donnell, Lawson & Co. 


Morganfield, Ky. National Bank of Union Co. Duncan, Sherman & Co. 


Annapolis, Mp. Citizens’ Bank Bank of New York N. B. A. 
Baltimore, “ German Bank of Baltimore.. German-American Bank. 
Hagerstown, “ ..... Hoffman, Eavey & Co N. Park B.; Drexel, M. & Co. 
Ludington, MicH.. ek H. McCollum & Co A. F. Williams. 

.-- Lumberman’s Exchange Bk. A. F. Williams. 
Mendon, “« ... A. N. McAllister Importers & Traders’ N. B. 
Port Huron, “ ..-.J. J. Boyce & Co None. 
Hart, ” . Citizens’ Exchange Bank.... Allen, Stephens & Co. 
Tecumseh, « ++ People’ s Bank Ninth National Bank. 
Constantine, “ . Farmers’ National Bank.... 
Gallatin, Mo...... T. J. Osborn & Co 
Shelbyville, “ -..... Shelby Co. Savings Bank... Commercial Bank, St. Louis. 
St. Louis, “ ..... Samuel L. Gaylord J. Alden Gaylord. 


Long Branch, N. J.-. Long Branch Banking Co... National Shoe & Leather Bk. 
Canastota, N. Y..... W. E. Fiske & Son Howes & Co. 

Lordville, + 0 de L. Lord Lawrence Brothers & Co. 
Monroe, N. C....... Bank of Monroe Importers & Traders’ N. B. 
Wilson, a . Bank of Wilson 

Middleport, Onto... --- First National Bank 

Martinsville, “ - Farmers’ Bank. 

Poland, i 


~ 
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Place and State, Name of Bank. N. Y. Correspondent 

Dayton, OuI0... People’s Bk. & Savings Dep. None. 
Plain City, “  ... Plain City Bank National Park Bank. 
Delphos, “« ... Commercial Bank N. Park B.; Opdyke & Co. 
Nelsonville, “  ... Merchants & Miners’ Bank. Central National Bank. 
Bellevue, “  ... J. T. Worthington Fourth National Bank. 
Felicity, “ ... Watson & Sargent 
Salem, OREGON, G. W. Gray............... Bank of North America. 
Hamburg, Savings Bank Bank of Hamburg. 
Harrisburgh, “ .... Real Estate Savings Bank.. None. 
Karns City, .--. Karns City Banking Co Hanover National Bank. 
Mount Union, “ .... Central Banking Co None. 
Plymouth, ---- Plymouth Savings Bank.... Clark, Dodge & Co. 
Jamestown, ---- Jamestown Savings Bank... National Park Bank. 
Jonestown, ~ ---- Jonestown Bank........... N. B. Republic, Philadelphia. 
West Newton, “ .... Farmers’ Bank 
Meyerdale, .-.- Philson, Black & Co Union Banking Co., Phila. 
Cardville, .--. Burgettstown Savings Bank. None. 
Cattawissa, .--- Cattawissa Deposit Bank... Central N. B., Philadelphia. 
Reynoldsville, “« .... F. K. Arnold & Co emishie Se spaae 
Charleston, S. C Geo. A. Trenholm & Son... N.B. St. N.Y.; Hanover N.B. 

“ “« .... F. Campbell --............ Lawrence Brothers & Co. 

* “  .... Samuel C. Black Lawrence Brothers & Co. 


Nashville, TENN Mechanics’ National Bank.. Chemical National Bank. 


Rockdale, TExas,.... J. H. Tracy & Brother Swenson, Perkins & Co. 

7 y 
Ennis, “« —.... Latimer & Chancellor Continental Bank, St. Louis. 
Crockett, “.  .... J. J. Woodson & Co Kountze Brothers. 
Luling, “« .... Harbert, Blanks & Co Swenson, Perkins & Co. 
Marlin, “« .... S. P. Young & Co Kountze Brothers. 


Portage City, Wis... Haertel & Schulze German-American Bank. 


OFFICIAL BULLETIN OF NEW NATIONAL BANKS, 


Authorized December 3 to December 16, 1874. 


No. Name and Place. President and Cashier. Capital. -———, 
Authorized. Paid. 


2208 First National Bank, Joseph C. Wilson.... $50,000 . $ 50,000 
Monticello, IND.... John T. Roach.... 

2209 Nat. Bank of Union Co., George Huston 100,000 100,000 
Morgan Field, Ky... David C. James... 

2210 First National Bank, Richard R. Hudson.. 100,000 50,000 
Middleport,OHIO.. John R. McElhinny 

2211 Farmers’ National Bank, Milo Powell. ........ 50,000 50,000 
Constantine, Micu. Charles H. Barry.. 

2212 Oakland National Bank, ,. 50,000 - 50,000 
Oakland, ILL. 
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DISSOLVED, DISCONTINUED OR CHANGED. 
(Monthly List, continued from December No., page 483.) 


GEoRGIA.—Macon Banking & Trust Co., Macon, (in liquidation). 


ILLINOIS.—Donovan, Woodford & Co., Watseka, (succeeded by the Watseka 
Bank); Sheffield, Hutchinson & Co., Waverly, (new Bank of Waverly). 


Iowa.—Farmers’ Loan & Trust Co., Cedar Rapids, (removed to Vinton); 
Alger & Tubbs, Villisca, (now W. S. Alger & Co.); David Le Roy, Manches. 
ter. Suspended. 


Kansas.—R. K. Tabor, Peabody, (succeeded by A. B. Salisbury). 

KENTUCKY.—Morton, Galt & Co., Lowisville, (succeeded by Morton, Green 
& Quigley). 

MAsSACHUSETTS.—Worster & Babson, Boston, (now Frank H. Babson). 


MicuHican.—C. F. Gibson & Co., Bay City, (merged in Bay City Bank); 
Robert Hosie, Detroit, (closed banking business). 


MINNESOTA.—Exchange Bank, Spring Valley, (discontinued). 
MoNTANA.—James F. Brown & Co., Virginia City, (dissolved). 
NEBRASKA.—F. S. Trew, Giséon, (removed to Plum Creek). 
NEw HAMPSHIRE,—Concord Savings Bank, Concord, (suspended). 


New YorK.—Van Husen & Delano, Miagara Falls, (continued by F. R. 
Delano & Co.). 

PENNSYLVANIA.—Manufacturers’ Deposit Bank, Wil/iamsport, (discontinued) ; 
Charles Emory & Co., and Freed & Kreamer, Philade/phia, (now Emory, 
Freed & Co.); Citizens’ Bank, Philadelphia, (suspended). 


RHODE ISLAND.—Bowen & Co., Providence. 


Texas.—C. Chambers, Zomgview, (removed to Shreveport, La.); Adon & 
Lobit, Calvert, (removed to Galveston); Flint & Chamberlin, Waco, (assigned). 


ARKANSAS.—Stoddard Bros. & Co., Little Rock, (suspended). 
WISCoNSIN.—Clark & Ingram, Zau Claire, (now Clark, Ingram & Co). 
INDIANA.—Gibson County Bank, Princeton, (failed). 

MississipP1.—-W. H. Archer & Co., Greenville, (dissolved). 
MissourI—-Tolfree, Dunnegan & Co., Bolivar, (now Tolfree & Dunnegan). 
TENNESSEE.—Jackson Savings Bank, Jackson, (merged in First N. B.). 
OHI0.—John G. Stewart, Coshocton, (succeeded by Johnson’s Bank). 


THE PREMIUM ON GOLD AT NEW YORK, 


NOVEMBER—DECEMBER, 1874. 


1874. Lowest, Highest. - Lowest. Highest. Lowest. Highest 
anuary.. 10% . 12% . -25-- 1154 . 113% Dec. 9.. 10% 
oven ling 11% . 13 : - Holiday. re 10... 10% . 
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NOTES ON THE MONEY MARKET. 


New York, Dec. 21, 1874. 


Exchange on London, at sixty days’ sight, 4.85 a 4.85% in gold. 


The monetary situation exhibits three features of general interest. First, the banks 
show a little less of that conservative spirit which the panic developed, and we ob- 
serve rather more disposition in some quarters to expansion. Secondly, this tend- 
ency is confined to a few banks, which are attracting toward themselves such criti- 
cism on the part of the public as will keep the evil in check, and may prevent it 
from producing any early results threatening the tranquillity of the loan market. 
Thirdly, there is less apprehension than prevailed a short time ago, that our mone- 
tary ease may be disturbed by any circumstances arising out of the eccentric move- 
ments of the precious metals in Europe. To this growing confidence, the hostility 
in the German Reichtag to the Imperial programme of finance gives some aid, as 
does also the prospect that the agitation about converting the Prussian Bank at 
Berlin into an Imperial Bank will cause a delay, which will enable the financial 
mechanism of the European money markets to recover their elasticity. For these 
and other reasons, of more domestic origin, our money market is gradually recov- 
ering its tone. 

No important change in rates has occurred during the month. Call loans to 
stock brokers range at 4 to 5 per cent., while the dealers in Government securities 
pay 3% to 4% per cent. Commercial paper is quoted at 6 to 7, with less tendency 
in rates to harden, indicating that the demand for discounts is less urgent, as, indeed, 
usually happens at this period of the year. As to the future rates the belief prevails 
in well-informed quarters that the highest point of the season has been struck. 
Whether this will prove true remains to be seen. The drain of currency to the 
West and South, which is now about over, has been quite active for several weeks. 
It has diminished the legal tenders nearly 12 millions during the month, the depos- 
its 14 millions, and the specie 3 millions, as will be seen from the subjoined table 
of the New York Clearing-House bank averages : 


Legal Weekly 
Loans. Specie. Tenders. Circulation. Deposits. Clearings. 


. 18,374,200 .. 63,966,100 .. 25.419,600 .. 236.925,900 .. 516,055,766 
281,377,800 .. 16,946,700 .. 62,394,200 .. 25,115,809 .. 233.471,200 .. 481,795.675 
282,275,200 .. 15,007,800 .. 60,697,000 .. 25,060,509 .. 230,222,700 .. 465,875.347 
281,873,709 .. 13,585,209 .. 58,830,800 .. 25,013,500 .. 226,204,800 .. 447,708,716 
281,958,700 .. 12,021,100 .. 59,621,600 .. 25,057,500 .. 225,852,700 .. 394,770,672 
285,066,700 .. 12,574,800 .. 59,451,700 .. 25,082,900 .. 225,753,900 .. 446,534,180 
283,788,100 .. 16,888,209 .. 59,525,100 .. 24.832,509 .. 229 934,200 .. 450,309.151 
283,319,500 .. 17,380,990 .. 57.504,400 .. 24,968,000 .. 227 352,700 .. 532 154,098 
282,275,800 .. 17,329,300 -. 53,391,990 .. 24,884,100 .. 222.767,300 .. 389,193 o19 
286,063,000 .. 14,467,200 .. 59,221,700 .. 25,012,600 .. 219.632.100 .. 530,030,508 
284,903,300 .. 14,218,800 »- 49,470,300 .. 24,804,300 .. 218,408,000 .. 464,782,335 
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It will be observed that the loans have increased 2 millions during the month, 
although there has been so heavy a decline in the deposits and legal tenders. The 
surplus of reserve beyond the 25 per cent. minimum required by the National bank- 
ing law is now down to $7,624,25e. The drain on the greenback reserve is now 
regarded as virtually arrested, so that the averages are generally expected to begin 
shortly to rise. The later remittances to the South and West seem to have been 
made in National bank-notes to a greater extent than in greenbacks. The aggre- 
gate of the National bank-notes outstanding is reported from Washington to-day at 
$ 349,220,000, of which $2,330,000 are gold notes. 


The monetary movements have been disturbed by the new finance bill, reported 
on page 553. It contains the following provisions :—1z. Free banking. 2. The retir- 
ing of greenbacks equal to eighty per cent. of the amount of new National notes 
issued, until the greenback circulation shall be reduced to $ 300,000,000, after which 
no further reduction of the greenbacks is to take place. It is claimed that by this 
provision there will be neither expansion nor contraction of the currency, as nearly 
twenty per cent. is now held as bank reserves. 3. The withdrawal of the present 
fractional currency and the substitution of silver coin, the arrangement to go into 
effect as soon as practicable, under the direction of the Secretary of the Treasury, 
who is authorized to use the surplus money for supplying the silver coin, and if 
this is not sufficient, to sell the requisite amount of bonds of the new series to ob- 
tain the funds for that purpose. 4. Removing the charge for the coinage of gold 
at the several mints. 5. The resumption of specie payments to commence on the 
1st day of January, 1879. The Secretary is to be authorized to use the surplus 
specie in the Treasury, but if that is not sufficient, to sell bonds in order to obtain 
gold to pay the Treasury notes. The legal-tender functions of the currency remain 
undisturbed, both as to the greenbacks and as to the National bank-notes. 


It will be seen that this bill is really an inflation measure, and, with the exception 
of the fixing of a distant period for resumption, it has no single provision tending 
in any positive degree to aid the progress of the country toward specie payments. 
Whether it pass the House or not, its discussion can scarcely fail to produce a 
mischievous effect on general business. For it is a settled principle in financial 
legislation that currency perturbation is an evil of the first magnitude. 


Gold and foreign exchange have shown less uneasiness. This month we have 
exported about eight millions of gold so far. The bankers prefer to ship specie 
instead of paying the rates now asking for bills. 


The disturbance in the foreign exchanges has given unusual interest to the esti- 
mates of the cotton crop, which are usually made up at this period of the year. As 
published by the Financial Chronicle these estimates are subjoined for the current 
season as compared with the actual figures for last year: 


Actual. Estimated. 
Crop stated by States. Year ending Year ending 
Sept. 1, 1874. Sept. 1, 1875. 
bales. 500,000 Sans 550,000 
480,000 
610,000 
650,000 
100,000 
665,000 
South Carolina. ....02000000+ Seicnrdbeacoameeienees mere 400,000 
North Carolina eee 275,000 
360,000 
210,000 


4,300,000 
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As to the ports through which this product may be expected to seek a market, 
the subjoined estimates are given, with the comparative figures for the four previous 
years : 


Ports. 1875. 1874. 1873. 1872, 1871. 
Estimated. Marketed. Marketed. Marketed. Marketed. 

Galveston, &c.............64. (bales) 400,000 .. 389,045 .. 343,450... 197,956 .. 321,804 
New Orleans ‘ 1,230,000 .. 1,221,698 .. 1,240,384 .. 957,538 -- 1,446,490 
299,578 -. 332,457... 288,012 .. 404,673 

14,185 .. 14,068 .. 19,359 -- 13,948 

625,857 .. 614,039 .. 450,539 -- 726,406 

- 438,194 -. 374,476 . 271,241 .. 350.582 

North Carolina...... wisi +» 57,895 .- 61,576... 52,528 .. 94,320 


Virginia 000 .. 505,876 .. 433,583 .. 276,098 .. 342,353 
New York, Boston and Baltimore.. 250,000 .. 251,962 .. 237,313. -. 219,015 -. 331.578 


I aia cnsneandicnasos, ae a 000 .. 237,572 .- 141,500... 122,065 .. 228,923 
Southern consumption +. 128,526... 137,662 .. 120,000... 91 240 


41170,388 3,930,508 2,974,351 ° 45352,327 


The London money market is reported easier, by cable to-day. The open mar- 
ket is one per cent. below the Bank rate. The bullion reserve of the Bank of Eng- 
land is slowly rising, and it is believed that before long the rate will be of necessi- 
ty reduced to 5 per cent. The London Economist publishes a communication from 
a leading banker, proposing that the London Clearing-House shall hold its own re- 
serves. This is a movement in the right direction, its chief advantage being that it 
will insure the weekly publication of the exact amount of reserves held by the Lon- 
don banks. The importance of such a publication has long been recognized, and 
its realization is merely a question of time. Every year multiplies the reasons for 
its enforcement. The remarks we made last month on the insufficient reserves held 
by the London joint-stock banks may be applied with little modification to the Lon- 
don private banks. The aggregate deposits of both descriptions of banks are esti- 
mated at 160 millions sterling. The strictures we ventured to make have elicited 
communications, for the most part confirmatory, from some of the most experienced 
and most conservative bankers of this city, where the weekly publication of reserves 
was enforced by law as long ago as 1854. 

The course of business at the Stock Exchange has been quiet and steady until a 
few days ago, when various circumstances arose to cause uneasiness. For the pres- 
ent, however, the trouble is very limited in its area and does not reach the invest- 
ment securities, such as the United States bonds, and the best railroad bonds, 
which are well sustained. There has been an active demand for Governments from 
insurance companies and savings banks as well as from private investors, and the 
importation of five-twenties from abroad seems to have almost ceased. The chief 
source of supply seems to have been Germany, while investors in England are re- 
ported to have been buying freely up to the time when the rise in the Bank of 
England rate checked the movement, which will now in a short time probably re- 
vive again, as the English money market is passing into an easier condition. 

In some quarters we observe a growing expectation that the London market will 
before long absorb a considerable amount of our best securities. The London 
Standard recently acknowledged that many American railroad and other securities 
were as sound and as attractive to investors as any foreign securities offering in the 
English market. This testimony on the part of our contemporary has evidently 
been extorted by the logic of facts, and it is by some persons interpreted as indi- 
cating, with other circumstances, that the English markets will be more open than 
they have been to the superior class of American railroad and Government bonds. 
There is no doubt that an abundance of idle capital is awaiting investment in Eng- 
land which could, with profit and safety to its owners, be absorbed in five-twenties, 
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in the bonds of our best railroads, and especially in the new Fives, which under 
Mr. Bristow’s recent arrangement with the Syndicate have been introduced to 
English investors under better auspices than ever before. 

The share market has suffered severe fiuctuations during the past week, from a varie- 
ty of speculative causes. Pacific Mail has been the chief sufferer. A's this is almost 
the only American line of ocean steamers afloat, its troubles have attracted consid- 
erable attention. The decline of Toledo & Wabash shares is ascribed to sen- 
sational rumors that the Company may default on its February interest. Sub- 
joined is our usual table of the monthly fluctuations in gold Government bonds and 
other securities. 


QuorTatTIons: Nov. 25. Dec. 1. Dec. 8. Dec. 15. Dec. 21. 
Ge stisaenrccesnn as 111% ° 112 ore 110% “ 111% és 111% 
U. S. 5-20s, 1867 Coup. 119% oe 119% are 119 6 1204 +“ 120% 
U. S. new Fives Coup. 112% se 113 ws 112 we 113 oe 113% 
West. Union Tel. Co.. 80% e 813% sa 825% és 824% oa 814% 
N.Y.C.& HudsonR. 101%  . 1orye ww SséTtO - wom . 100% 
Lake Shore 80 oe 81 = 8% .. 80 ne 78% 
Chicago & Rock Island 100% oe 102 a 101% re ror “* 100%. 
New Jersey Central... 106% o 107 ws 106 s 107 a5 107% 
Ohio and Mississippi. . 32% ““ 33% ee 31% is 30% oe 29% 

29% i 31% ‘ 30% oe 28% a 22% 
4% 45 + 40 38% ss 34% 
27% ~«.«. 284% a és 27% —ti(‘“ 26% 
Bills on London 4.85% | ee os pag oe 4.85  —me 
Treasury balances, cur. $ 51,000,297 .. $48,890.367 .. $47,178,965 .. $46,940,547 ..$47,425,007 
Do. do. gold 53,953,300 -. 54,698,242 .- 54,079,554 .- 52,750,126 .. 51,110,453 


The importations for the month of November were smaller in the warehoused 
aggregates and larger in the aggregates entered for consumption. The totals for 
the last eleven months are about 8 millions less than those of last year. 


Foreign Imports at New York for Eleven Months from Fanuary 1. 
1872. 1873. 1874. 
Entered for consumption........ $ 185,030,376 $ 162,254,405 $ 162,126,165 
Entered for warehousing 164,115,364 117,378,907 100,247,004 
Free goods 50,441,530 80,112,343 100,817,010. 
Specie and bullion 5,420,911 17,137,821 5+759,629 


Total entered at port $ 405,008, 181 $ 376,883,476 $ 368,949,868 
Withdrawn from warehouse 147,937: 704 > 112,197,906 991430,613 


The total exports for November were $24,436,835, inclusive of $4,448,600 in spe- 
cie. Exclusive of specie the exports for November were $19,988,235, against 
$ 28,495,882 in 1873 and $23,625,216 in 1872. ‘The aggregates since 1st January 
compare as follows: 


Exports from New York to Foreign Ports for Eleven Months from Fanuary i. 
1872. 1873. 1874. 
Domestic produce $ 204,939,336 $ 264,499,136 $ 251,766,476 
Foreign merchandise, free 1,436,205 2,013,212 1,979.17 
do. dutiable 9,042,436 8,482,307 6,689,700 
Specie and bullion 67,975,466 46,212,390 48,724,587 


Total exports $ 283,393,443 $ 321,207,045 $ 309,159,934 
do. exclusive of specie. 215,417,977 274,994,655 260,435,347 





